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IAC Limited 
Incorporated under the laws 

of Canada 

February 7, 1925 

Head Office, 45 St. Clair Avenue West, 
Toronto, Ontario M4V 2Y2 


Cover Photo 
Construction is well under way on the 
new head office building for the 
Continental Bank of Canada at the 
corner of York and Adelaide Streets in 
Toronto. 


The IAC group of companies is a 
Canadian owned diversified financial 
organization. 

Its range of service includes: 
Corporate Lending 

Business Loans 

Purchase Credit Plans 

Inventory Financing 

Lease Financing 

Equipment Financing 

Capital Assets Leasing 

Car and Truck Leasing 

Commercial Mortgages 

Personal Loans 

Residential Mortgage Loans 

Under the terms of a special Act of the 
Federal Parliament, the Company will 
open the Continental Bank of Canada 
on June 4, 1979. 


Si vous désirez recevoir un exemplaire 
en francais du rapport annuel de 

IAC, veuillez vous adresser au 
secrétaire, IAC Limitée, 45 ouest, 
avenue St. Clair, Toronto, Ontario, 
M4V 2Y2 


IAC Limited 


54th Annual Report 1978 


for the year ended December 31, 1978 


Contents 


Highlights for the year 
Directors’ Report 


Preparations for the Bank 4 Notes to Consolidated 
Financial Statements 


Commentary on Operations 10 Consolidated Details of Secured 
Term Notes, Debentures 
and Capital Stock 


Auditors’ Report to 
of Earnings 14 the Shareholders 


Consolidated Statement 


1 Consolidated Balance Sheet 


Consolidated Statement of 
to the Shareholders 2 Changes in Financial Position 


16 Policies and Other Data 


Ten Year Operating 
18 and Statistical Summary 


Niagara Finance 
19 Company Limited 


Niagara Realty of 
Canada Limited and Subsidiary 


Ms 


Directors and Officers 


26 


Consolidated Statement 
of Retained Earnings 15 


Highlights for the Year 


Growth in assets 
Gross income 


Proportion taken up by 
—Cost of borrowed money 


—General and administrative expenses 
Earnings applicable to common shares 
Dividends paid on common shares 

Proportion of earnings 
Earnings per share 
Dividends paid per share 
Return on average net assets 
Return on average common equity 


At the Year End 


Total assets 


Details: 
Sales financing 


Personal loans 
Residential mortgages 
Commercial loans 
Leasing 
Other assets 
Total debt 
Short-term debt 
Other term debt 
Shareholders’ equity 
Number of common shareholders 
—domiciled in Canada 
Number of common shares outstanding 
—owned in Canada 
Book value per common share 
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Bankers, Transfer Agents, Registrars, 
Auditors and Stock Listings 


1978 1977 ee 
(Decrease) 
$ 605,153,000 $ 135,133,000 
$ 263,221,000 $ 239,667,000 9.8 

64.2% 54.3% 

23.3% 23.9% 
$ 21,720,000 $ 27,707,000 (21.6) 
$ 17,646,000 $ 15,994,000 1O.3 

81.2% 57.7 6 

$1.60 $2.05 

$1.30 $1.18 

0.88% 1624/5) 

9.16% 12.29% 
$3,141,637,000  $2,536,484,000 23.9 
$1,289,395,000 $1,050,801,000 227, 

171,532,000 178,086,000 (337) 
319,374,000 258,936,000 237-3 
438,156,000 277,355,000 58.0 
771,662,000 710,753,000 8.6 
151,518,000 60,553,000 150.2 
$2,242,972,000 $1,680,839,000 33.4 
990,670,000 642,334,000 5A? 
1,252,302,000 1,038,505,000 20.6 
$ 254,660,000 $ 250,947,000 1 Wea, 

12,924 11,589 as) 

96.7% 96.1% 

13,573,943 13,573,643 0.0 

97.3% 96.7% 

$17.60 $17.29 1.8 


Note: For purpose of comparison, 1977 figures exclude those related to insurance subsidiaries sold in November 1977. 


Directors’ Report to the Shareholders 


Joseph S. Land, 
Chairman of the Board 


To compete successfully as the 
Continental Bank of Canada, the 
Company must maintain strong 
growth in its assets. It is particularly 
encouraging, therefore, to report that 
growth in assets during the year 
surpassed $600 million for the first 
time, bringing total assets to $3.1 
billion at year end. 

The record growth in assets comes 
at the end of a year in which 
considerable progress was made in 
our conversion to a bank. Plans were 
methodically and carefully reviewed to 
ensure that a smooth and controlled 
transition will be made to full banking 
status. 

Your directors believe that the 
Company is well placed to maintain 
the growth of assets in the future. 
Currently, $9 of assets are being 
created for every $1 of capital 
employed compared with a ratio of 
25:1 for some chartered banks. Now 
that the Company is governed by bank 
legislation it will be able to move to the 
higher ratio, in effect tripling assets 
using its present capital base. 


The return on assets declined at a 
rate somewhat sharper than had been 
expected, resulting in earnings on 
common shares of $21.7 million 
compared with $33.6 million in the 
previous year. (It is important to note 
that earnings in 1977 included $5.9 
million from subsidiary insurance 
companies, comprising $2.9 million 
from their operations and an 
extraordinary gain of $3.0 million from 
their sale.) 

A number of factors contributed to 
the decline, not least of which was the 
need to lower lending rates to 
stimulate asset growth by becoming 
more directly competitive with the 
banks. As a result, the average yield 
on receivables was 13.2% compared 
with 14% in 1977. 

The cost of funds, meanwhile was 
rising rapidly, from 8.4% in 1977 to 9% 
in 1978. The falling Canadian dollar 
further aggravated the situation by 
boosting the exchange rate on interest 
paid in U.S. funds. The decline in the 
value of the dollar, in a direct 
comparison with the previous year, 
reduced earnings by the equivalent 
of 16 cents per share. 

Other factors had an adverse effect 
on earnings: general and 
administrative expenses, despite tight 
control of all Company costs, rose by 
$4 million, or 7% over the previous 
year, with approximately $2 million 
attributable directly to bank 
preparations. And inflation made its 
contribution. The result was that gross 
income of $263 million, 10% higher 
than the previous year, was 
insufficient to offset fully these 
negatives. 

Nevertheless, while earnings 
declined, the dividend per common 
share was increased to $1.30 from 
$1.18 in 1977, thus 1978 was the 
forty-second consecutive year in 
which dividends were paid. The 
Company was able to pay out a higher 
percentage of earnings in dividends 
because the current high ratio of 
shareholders’ equity to assets is more 
than adequate to allow for continued 
asset growth. There is no immediate 
need to maximize the build-up of 
retained earnings. 


The management of receivables, 
which represent the bulk of assets, 
isa key measurement of Company 
performance. It is of considerable 
significance to shareholders, 
therefore, that during the year credit 
losses as a percentage of average 
receivables were .37% compared with 
42% in 1977. Not only does this figure 
compare favourably with other 
financial institutions, but is below the 
Company’s average loss experience 
over the past decade. For a detailed 
analysis of results for 1978, 
shareholders should turn to the 
section entitled, ‘‘Commentary on 
Operations.” 


Douglas W. Maloney, 
President 


The Company will begin operating 
as a bank on June 4, 1979, and 
during the year eight Full-Service 
Branches will open for business. Other 
IAC branches will become Select 
Service Branches of the Continental 
Bank of Canada and offer a wide range 
of bank lending services. Most of them 
will take term deposits. 


The intention is to convert the Select 
Service Branches to Full Service over a 
period of time and on the basis of 
market priorities. Clearly, the 
complete conversion will take several 
years, although management will 
follow an active policy of opening new 
Bank branches in those markets which 
have strong potential for growth. 
Details of the planning and conversion 
program for the Bank are contained in 
the next section of this annual report 
under the title, “Preparations for the 
Bank”. 

It was announced on September 
25 that Canada Permanent Mortgage 
Corporation and your Company had 
held preliminary discussions to 
examine the feasibility of 
amalgamating IAC Limited, the 
Continental Bank and Canada 
Permanent. 

The complementary nature of the 
business of the two companies 
provided the basis for the initial 
discussions. Canada Permanent has 
skills and experience in retail deposit 
gathering and in mortgage lending, 
while IAC has broadly based 
knowledge of commercial and 
personal lending and leasing, as well 
as ready access to major capital 
markets. 

Before any serious negotiations can 
take place, several other events must 
occur. First, there must be changes 
under the Bank Act because the 
existing Act, passed in 1967, would 
not permit the amalgamation. Second, 
IAC must merge into the Continental 
Bank. Third, the directors of the 
companies would be required to 
recommend the move and gain the 
support of a majority of their 
shareholders. 


Stanley F. Melloy, 
Executive Vice-President 


There are many uncertainties and a 
long road between initial discussions 
and concrete merger proposals. 
Therefore, it is the intention of the 
Company to continue focusing its 
energy and attention on becoming a 
bank and opening successfully across 
Canada in June. 

The results recorded in this report 
reflect operations during a year of 
transition and a year of building. They 
speak clearly of the enthusiasm and 
vigor with which IAC’s staff across 
Canada has tackled the difficulties and 
handled heavy responsibilities. Times 
of change give people an opportunity 
to reach levels of achievement beyond 
the ordinary, and the directors wish to 
record their appreciation and warm 
thanks to all the staff for their 
outstanding performance. 


During the year the board 
appointed the following new officers: 
John P. Barratt, Vice-President, and 
Donald H. Lyons, Vice-President. 

The board also wishes to pay tribute 
to one of its members, Franklin K. 
Spragins who passed away in 
November. Mr. Spragins was elected 
to the board at the Annual General 
Meeting in April, 1978 and played an 
active role in its affairs before his 
untimely death. 

The outlook for the Canadian 
economy for the year ahead is not 
especially encouraging. Despite that, 
this company carries a strong forward 
momentum as it starts an exciting new 
venture, confident of the long term 
future. 


On behalf of the Board 


Chairman 
President 


February 28, 1979 


Preparations for the Bank 


Planning 


The careful planning of past years 
moved into a more intense phase 
during 1978. There was an acute 
awareness in the Company that what 
was achieved during the year would 
affect directly, even critically, the 
success of the Continental Bank as it 
took its place as the new entry in the 
market place. 

Management Integration 

One of the first tasks in the planning 
process started in 1976. A 
management structure suitable for the 
Bank had to be created from a diverse 
and separate group of companies 
operating under the IAC umbrella. 
Each had its own management and 
operated with a high degree of 
autonomy. Each had a national branch 
network and its own supervisory 
personnel. 

Gradually, the integration of the 
IAC and Niagara companies at all 
management levels began. During 
1978, this integration was completed. 
All companies were unified for 
operating purposes into one effective 
and balanced organization under a 
single corporate executive. 

Branch Rationalization 

In tandem with the integration 
planning, divisional and head office 
personnel evaluated the market and 
branch requirements. 

Unification had left the Company 
holding a number of small branch 
units that did not meet the 
performance criteria for the Bank, 
and during 1978 many of these were 
consolidated into larger neighbouring 
branches. 


Representatives of the Company’s main 
departments have been meeting 
throughout 1978 in bank planning 
groups. 


| Identify 


Identify Overall 
Training Needs 


Identify Lending 
Markets 


Identify 


Develop Overall 
Bank Services 


Training Schedule 


Identify 


Bank Products Markets 
Identify Develop Branch 
Bank Policies 


Develop Corporate 


& Branch Policies & Control Procedures 


Decisions have been planned by a critical 
path technique. 


By June 4—Bank Day—the 

ompany will have approximately 
140 branches across Canada in market 
areas where there is an above-average 
growth potential. 
Corporate Strengths 
The Continental Bank must fit into a 
banking community in which there are 
11 chartered banks, each with its own 
strengths, as well as a number of 
foreign bank subsidiaries. 

The identity of the Bank, certainly 
in the initial period, will reflect the 
character and past experiences of the 
Company, which has been providing a 
wide range of financial services for 
more than half a century. In recent 
years, the strong competition for IAC’s 
traditional lines of business has honed 
the skills required for aggressive 
business development, and these will 
stand the Bank in good stead. 

Long experience in business 
financing and support of small and 
medium-sized companies, has 
developed skills in the management of 
credit risks that are, perhaps, without 
peer in the financial community. 
Above all, [AC has built strong links 
with customers and, as a bank, will be 
able to strengthen these further by 
offering a total business and personal 
financial service. 

Continental Bank will grow from 
these roots cautiously, yet confidently. 


ore Saat 
Develop Monitoring 


Develop Overall 
Sales Approach 


Commence 
Training Programs 


Develop Branch 


Marketing Program Bank Opening 


& Finalize 
anuals 


Develo 
Branch 


Major building developments have 
progressed on schedule under the 
guidance of experienced project 
managers. 


ca 


Branch Organization 


Statutory Requirements 

The special Act establishing the bank 
requires that all eligible [AC business 
be handled by the Continental Bank as 
of June 4. On that date, all Company 
offices must become branches of the 
Bank. 

It would be economically unsound, 
indeed imprudent, to attempt to open 
a fully staffed, fully operational branch 
network on Bank Day. Therefore, no 
branch will offer full banking services 
until its staff is fully trained, its 
security adequate and its ability to 
provide superior service to its 
customers assured. It is essential that 
the Continental Bank not create 
expectations it is unable to fulfil. 

For that reason, there will be two 
types of branches: Select Service 
Branches and Full Service Branches. 
Select Service Branches 
All but eight of the Company’s offices 
will open as Select Service Branches 
providing, in most respects, the broad 
range of personal, mortgage and 
business loans and leasing service they 
do now. Their most significant new 
activity will be taking term deposits 
from individual and business 
customers. 

Select Service Branches will be a 
new concept in Canadian banking, 
acting as lending centres in the 
communities in which they are 
located. While they will offer a select 
list of services, the staffs will be 
operating well within their range of 
experience and able to offer first-class 
service to customers. 

The intention is to convert most 
Select Service Branches to Full Service 
in due course. ; 


Intensive training sessions are preparing 
the staff for Bank Day. 


‘ee 


The first eight Full Service Branches will 
be located in markets across Canada. 


Full Service Branches 
Eight Full Service Branches will open 
before the end of 1979. These will be 


in: 


Halifax Mississauga 
Montreal Hamilton 
Toronto Calgary and 
Scarborough Vancouver 


They will offer a full range of 
banking services, including deposit 
services for individual and business 
customers. The staff will be our most 
experienced, and managers will have 
support teams of business 


development, credit and 
administration and training officers. 
Where considered necessary, bank 
trained administrators have been hired 
to supplement the skills of existing 
IAC personnel. From Bank Day on, all 
Full Service Branches will run 
efficiently, and have two principal 
functions: 
—To develop and service business 
—To act as training centres for staff 
who will move on to convert the 
Select Service Branches. 


Full Service Branches will project 
an image of confidence for the 
Continental Bank. 
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Banking Concepts 


In organization and business 
emphasis, the Continental Bank will 
not be conventional. It will implement 
concepts that are new to the Company 
and, in some cases, new to banking. 
Customer Service 

IAC’s great strength, and the principal 
reason for its growth over the years, 
has been its ability to develop business 
based upon an understanding of a 
client’s financial needs. As a full 
service bank, that function is going to 
become a much more important one, 
and on a daily basis. 

Therefore, a new category of 
specialist is being trained to provide a 
focused client service for each 
commercial and retail customer. The 
benefits are two fold: customers will 
receive a high level of personal service; 
and business development officers will 
be free to concentrate on asset growth 
without being burdened with 
time-consuming administrative work 
in their branches. 


Signs carrying the new corporate identity 
will appear on all branches. 


A distinctive physical conversion 
program has been initiated for branch 
premises. 


The Company has been working with IBM 
to utilize the latest advances in computer 
technology for banking. 


Systems 

The introduction of 

computer technology to bookkeeping 
has brought a virtual revolution to 
bank administration. It has allowed 
banks to service customers in 
innovative ways that were beyond 
them in the days when accounts were 
processed manually. It is no longer 
necessary for example, to go toa 
particular branch to conduct business: 
any branch that is on line toa 
computer can draw information on all 
accounts, and it is possible to provide 
customers with monthly statements 
which report all their dealings in a 
simple, straightforward way. 


CUSTOMER 
BANKING REPORT 


a 


je GAS BANK 
OF CANADA 


LOANS, 


The Customer Banking Report will 
provide a complete statement of 
each customer's monthly banking 
activities. 


Many banks in Canada and the 
United States already are taking 
advantage of the opportunities offered 
by the computer to treat a customer 
simply as.a customer, and not as a 
series of unrelated account numbers. 
To give the Continental Bank similar 
advantages, the Company has been 


working with IBM to develop and 
install an on-line computer system 
that will be ready for the opening of 
the Full Service Branches, and will 
adapt the latest advances in computer 
banking technology to provide the 
best possible customer services. 
Premises 

There will be a considerable 
investment in premises in becoming a 
bank, and all of the Company’s 140 
branches will require some physical 
changes to make them suitable. 

While it is important to have 
attractive premises, both for customers 
and for staff, it is also evident the 
Company cannot indulge in 
extravagant and wasteful physical 
conversions. Therefore, a code of 
design principles has been adopted for 
Full Service Branches, and a model 
branch has been constructed in a 
warehouse in Toronto. 

The purpose of the model is to test 
materials, develop furniture and find 
ways of standardizing designs and 
fixtures, while at the same time 
maintaining some individual branch 
identity. 

By studying and learning from the 
building programs of successful retail 
companies, it is expected that the 
Company will be able to convert its 
premises tastefully, economically, and 
at the same time project an 
appropriate image through its 
branches. 

People 

At its simplest, banking is a business 
where people can make a difference, 
and the personal relationship between 
banker and customer is at the core of 
good banking service. 

IAC’s staff has been trained to find 


. Innovative ways to service clients, and 
the new scope of activities in the Bank 
~ will give them many opportunities to 


expand their customer service skills, 
experience greater personal growth in 
their careers, and be involved in the 
activities of an exciting new venture. 

Ultimately, the success of the 
Continental Bank will depend on the 
evident enthusiasm and skill with 
which IAC’s people are already 
approaching their new 
responsibilities. 


Commentary on Operations 


Because of the changing nature of the 
Company’s business this commentary 
is designed to facilitate comparisons 
of performance with the chartered 
banks. Revenue and expense items are 
expressed as a percentage of average 
assets. This measure can be thought 
of as how much was earned and how 
much was spent for every $100 of 
assets in place. 


Summary 


In 1978 the Company recorded the 
largest annual growth in assets in its 
history. At year end, assets had passed 
$3 billion. 

While a decline in return on assets 
had been expected, the sharpness of 
the decline was somewhat greater 
than anticipated, due mainly to abrupt 
increases in the cost of money and 
to a continuing loss of value of the 
Canadian dollar. 

Earnings applicable to common 
shares declined to $21.7 million in 
the current year from $27.7 million 
last year, excluding earnings from 
insurance subsidiaries and gain on 
their sale in 1977. This resulted in 
earnings per common share from 
financial operations of $1.60 in 1978 
compared with $2.05 in 1977. 
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1978 3,141 


LOFT 


2,536 


1976 =2,410 


1975. 2,391 


1974 $2,139 
Assets ($ Billions) 


1974 


Consumer 


26% 
9% 


Residential 
Mortgage 


Business 
Finance 


Asset Mix 


65% 


Asset Growth and Asset Mix 


The successful introduction of lending 
programs with bank competitive 
interest rates produced strong asset 
growth in 1978. These programs 
include the Continental Plan, a new 
dealer financing plan, Continental 
Plus, a new personal loans plan, and 
more competitively priced existing 
services. 

As at December 31, 1978 assets were 
$3.1 billion compared with $2.5 billion 
a year earlier, which represents a 24% 
increase in assets during the year. 

Asset mix is changing as bank 
conversion approaches. Consumer 
loans have declined as a percentage of 


overall outstandings from 26% in 1974 
to 15% today. Most of this decrease 
has taken place in the small loans 
category. At the same time, business 
financing has increased in importance 
from 65% in 1974 to 74% in 1978. 

Asset mix will continue to change 
as the Bank starts to offer traditional 
short term bank lending against 
receivables and inventory. 


Interest Rates 


1978 was a year of rapidly rising short 
term interest rates. The prime rate 
moved up six times during the year, 
from 814% in January to 11'2% in 
December. In response, the short term 
cost of funds increased sharply. 
Finance paper yielded close to 7% at 
the beginning of the year and had 
reached 10'12% by year end. 


90-Day Finance Paper 
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(continued) 


Net Interest Earnings 


A rapid rise in short term money costs 
has an effect that is temporarily 
detrimental to net interest earnings. 
As a large percentage of assets are at 
fixed interest rates, the increase in the 
cost of money used to fund these 
assets cannot be offset until the assets 
mature and are replaced at a higher 
rate. In the meantime net interest 
earnings or margins are squeezed. 

Of course the reverse is true in a period 
of declining short term rates, when 
margins benefit accordingly. 

In addition, the continued decline of 
the Canadian dollar added to money 
cost because of U.S. dollar debt 
service requirements. 

In the fourth quarter of 1977, gross 
income (before provision for doubtful 
receivables) was $12.01 for every $100 
of average assets in place. The cost of 
money on the same basis was $6.33, 
leaving a margin of $5.68. By the 
fourth quarter of 1978 gross income 
was $11.57 for every $100 of assets in 
place while the cost of money had 
increased to $7.49, leaving a margin 
of $4.08. 

For the full year the margin was 
$4.68 which was $1.23 less than the 
$5.91 earned for every $100 of average 
assets in place in 1977. 


Cost of Funds Gross Income 


Income/Expense per $100 Assets in Fiscal Quarters 


Margin per $100 Assets in Fiscal Quarters 


Administrative Expenses Administrative Expense ($ Millions) 


Administrative expenses were $61.4 
million in 1978, 7% higher than in 
1977, but a relatively small increase 
considering that substantial start-up 
costs for the Bank were absorbed this 
year. 

Expressed as a percentage of 
average assets, administrative 
expenses were $2.48 for every $100 
of assets in 1978, compared with $2.73 
in 1977. This improvement can be Rae ; 
attributed to good control of expenses Administrative Expense per $100 Assets 
and rapid growth in assets. 
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Earnings and Return on Assets 


The rapid growth in assets and the 
modest growth in administrative 
expenses were not enough to offset 
the large decline in margins, a decline 
brought about primarily by high 
interest rates and depreciation of the 
dollar. Consequently, earnings were 
lower. 

Earnings per share on financial 
operations (i.e. excluding insurance 
operations in 1977) fell from $2.05 in 
1977 to $1.60 in 1978. 

The measurement of after-tax 
earnings on financial operations 
expressed as a percentage of assets, 


: 1977 1:32 
or return on assets, shows a decline seSagee 
from 1.32% in 1977 to 0.88% in 1978. 1976-4239 
The rate of decline in return on assets ee a 


experienced in 1978 was more 1975 ~=-1.52 
attributable to the economic ALND ALLE oe 
environment than to Bank start-up 1974 $1.30 


costs, and it will slow when interest Return on Assets (After-tax Earnings per $100 Assets) 
rates decline. 
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IAC Limited 
Consolidated Statement of Earnings 


for the year ended December 31, 1978 


1978 1977 
$000’s $000’s 
Gross Income (note 2)3.2.c86u 2 eae eee 263,221 239,667 
Expenditure 
Cost of borrowed money— 
Short-term: debth.taas ay Shc se ee eae 64,028 51,231 
Other termvdebtc...5c5) 4 eos ee ee eee 105,082 78,912 
169,110 130,163 
General and:administrative. ...2 23 «<4: oe ee eee 61,443 230,553 57,179 187,342 
32,668 527323 
Provision for Income Taxes 
Current... AS Be ee ee ee eee 1,648 9,707 
Detfertiedst...rop hid fehl Sree sie Ae Sek ee ee ae 8,428 10,076 17,981 23,718 
22,592 28,607 
Earnings from Insurance Operations (notes 3 and 4) .................... o 2,898 
Earnings Before: Extraordinary Item 7.2 -2457--4- ee 22,592 31,505 
Extraordinary Item 
Gain onisale of subsidiaries (notes) a5 epee nar ee eee ee ee — 3,023 
Earnings for the Year 2.0<ssc.cees 082 Oo eRe ee 22,592 34,528 
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IAC Limited 
Consolidated Statement of Retained Earnings 


for the year ended December 31, 1978 


1978 oo77 
$000’s __ $000’s 
ER ee OUST CAL BPR oooh aed iets dot uitelade lum nds i n'aiode eran ren Sak wlan Sekine wees AE 22,592 34,528 
NE ele VA CTCELCCIGIIATOSie. 0 Nite h/t, mnie be steer’ oo Sheet eew ae een bos, 872 900 
Reeser VO DICADIC CO COMMON SUATES |. som se 5 oils oS eee Fo Ha cesia Olas dello ta ree es 215720) 337628 
Pmieends on common shares at $1.30:per share (1977—$1.18) . 222... eee ee ee ee ee 17,646 15,994 
RE RPO COMING CI OUSITICSS: 1.050006) 5: <5 iG kas chs oe Ei o Rin Sn Pe Pesan Ae al eee a laces d tne 4,074 17,634 
Sime mercierceashares purchased for cancellation, «50.1.6 06.506. 00 sheer owe nin men oe eran 80 65 
Reassessment of capital taxes for the years 1972 to 
eee mICMOMmTCOMe taXeS-Of S405 000 «46 kos Scere a eee nueed Ales 2 an lw est ele Gus tude shee ale Ge levee Saws = (581) 


Increase in retained earnings for the year 
Retained earnings at beginning of year 


ime Neonat ae al CIO! year (MOLE O) cu sb aca te oa/s she doee soe te Se ete es od ene 187,382 183,228 


Common Stock Earnings per Share— 
Calculated on daily average of common shares outstanding— 
13,573,901; 1977—13,551,871 (note 6) 
Rae Ore oxi AOrdinaris ICM sare. ech ves Ne hina ae Sear unaide cael See o ga D $1.60 $2.26 


om ere ae ErAO inal Vitelin Pal kar ae ers) Geet eo ae a ee Gast i oe ioe, bg | 1.60 2.48 
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IAC Limited 


Consolidated Balance Sheet 


as at December 31, 1978 


Assets 


Cash’and Short-Term Deposits 1.6.15. os se ndiomcie Pe eee 


Marketable Securities—at cost, plus accrued 
income (market value 1978—$9,282,000; 
TO77—S24 5691, OOO) ccs 2o cece cg 6 ces, oA seeded cots 3 AGE ae Ee 
Receivables 
Sales financing, (MOte- 7) secs once ss ahs aseiesehecotargns uate es stare ire eee eee 
Personal loans (note 14) 2 i. 3 Shaw ood og ade  ee 
Residen tialimorteapes ais. anutaiecxcasites) scieys 2 oleh aye eae ea 
COMMMETCLAITO ANS. io wes) we sok wed Suesbib lo See sie coy A eRe 
TSC AS MAG ae ORG eo arid chsh us aictet on otc Seigeas dab Aco tiemy § A oe SSO ra ge 
Os ee eee ee ee ne ee newer Ve Aer Bn SP aa ae 


Investments in other Companies—at cOst «2... ni se. pone aoe ee 
Other Assets and Deferred Charges 
Income’ taxessrecoverable: 2 0 o75.0% «Sey aa ee ee 
Leasehold improvements, prepaid expenses 
anddeferred acquisition Costs ....4.t.s45 aa12 ah ann eee ene 
Unamortized:debt discount and expensegy, 15 save. eee ee 
Unrealized foreign exchange losses-.9.))- e ea eee. ee ee ee ee 
Premises and equipment—at cost, less accumulated 
depreciation-of $6,418,000 (1977— $6,200; 000)... aa eee ee eee ee 


Signed on behalf of the Board J.S. Land, Director D.W. Maloney, Director 
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1978 
$000’s 


58,557 


9,318 


1,289,395 
171,532 
319,374 
438,156 
771,662 


17,814 


3,007,933 
23,523 


2,984,410 
11,852 


2,589 


7,109 
18,883 
45 ,004 


3,915 


77,500 


3,141,637 


1977 
$000’s 


7,012 


24,822 


1,050,801 
178,086 
258,936 
27), 999 
710,753 

5,203 
2,481,134 
25,284 
2,455,850 
D608 


153 


2,493 
135258 
19,127) 


4,125 
39,149 
2,536,484 


Liabilities 


Payables 


Accounts payable and accrued liabilities 
Income taxes 


Unearned Income (note 11) 
Deferred Income Taxes (note 12) 


Shareholders’ Equity 


Capital Stock (Schedule D) 
Preferred shares 


Sicle\ dei ise' teh fe: Leinie) ‘a. je)! 16.1 6) <6; feyie) vey Penis: 8: 0 @)\6\ \@. <¢ v8 ose. Ge) J0' 6! (@; .O" 16) 6’ 0: w! 0.116) 6116 06. @)-6/ 6, 1606) 6) © (0) 8) 0) (8) 8 


»\ Teieea.e\ eure! fei cele ste! Velie) 101 07 '6)-s)le) wise! ee? 6) (6p) 16 wile (6.10) ‘ele Le.e! i@ ie) fe, © (ee esis; 26,0!) 6) 4) 16. sips joie. es! .6)-6 


Secured Term Notes (Schedule A and note 10) 
Debentures (Schedule B and note 10) 
Subordinated Debentures (Schedule C and notes 10 and 13) 
Unsecured Term Notes (note 9) 


Si a) “a; ele) .0: 4) (0) 0: $1 se) <0) Ol Oy sb) Wh 10) On-€! (0; (#10) ®, 56) 10) 10.6) 6) (o} Sie elie a) leis) 0) 6.6 


oi 0 di 0] se) |e! “oi einep a) et |ot el eh,'e; :07 of. ay /8).6; 8) .9) 0, , 0) .o/ 0) 8) 1 4: 10 © 0! (oie) <o) om ulee! is).0, je) ef 6. ejcelcenie 


a) a) 8) eh a) er ee to ware eis) eo) te Kelren sl ie Ne: jel (6:0 1e)-9) (8) \@ 


Oe ey ret 1S) cet 0) 6: ihe) toll Oy (0) 16: (o,f ei, ‘o; 8] 0)!’ "6: 18; Of “6. (0) 181 sah) 8; .@, (0: "el ce) /@: se) .8) ©) ‘eh murel el “ey soi He!) 6) enim) 16) ,01 Cer © 


eee! (syne ©: ses, ce! isi lm. (a) ¥) 16) 16) WW) e\ 6) ‘el "6: te) (er le) 0:8) “6 Te. $0) 0) 6, 016) we) 6) 61 |¢ 6) wie} (e “@)ie es) a 4° bie 4) #16; €)'e) 0] (el 4; (ee) 16) lei te, 1a) (6. “e, \0) 16, 


elseisie! fel" lenle! -o. -e'y's' rs) ce) e)\ie) ni Reiiod ey hele) ej.) (a) \s) 's/ \6. 010) (ef\'@) «) cele) ie) 8) ee! <0) iv *s\ ie! |e) s. wi ler (es ©) te] (eelemeuierieuue 


egie vied etl ce), (elle), wiguy/*) 16016. el aureure! Kor snjiinl) 9) “8s: 10776) (@ lentes, Us lio) ON(sieeh elie) (6.6) ojier(s ©) ee) aye. (6) |e, le. 9/8) 


a) len an siieiel (ase) \sine spine! ll fe (e/ce) (ee) we) ie) {e/ etm (e| sis «) 0) s) (=) 8). (o] cw) (ua 10) .e)\Ka) '@: @neteuied.@) (6) 0) eu; 0) Gee Ver.e: (bie) 1-0) |6\/\e. 6 <6) 76, 


mw} Omre] oy hey lo.) -6 de) 19. (a) (ah6) We) (oc fe) \6)0) 6), 5} fais) ¥) esi .e, |e) le) sui (b) (0! 6) ssi) fe) 16) 1658 <6) .01) 6/uelaie) (91 70 eute) elie! le) je] 10 1 0iy0) ce: 


Gini Suelse) wi lel ee Lou iat a lel ca sa) se! Sengeliolke\ne fel eke) (0,0) of et e' ge. ental ue) (e) eile) Je) ience) eite, ef e)\e: (e's! (6) (of Tele” 8) eile) lle; el eur 


1978 
$000’s 


965 ,670 
25,000 
1,120,812 
93,154 
33,701 
4,635 


2,242,972 


106,231 
164 


106,395 
363,534 
174,076 
2,886,977 


15,821 
51,457 


67,278 
187,382 


254,660 


3,141,637 


1977 
$000’s 


642,334 


900,520 
28,927 
33,956 

5102 
1,680,839 


106,269 
1,698 
107,967 
331,083 
165,648 
2,285,537 


16,268 
51,451 
67,/19 
183,228 
250,947 
2,536,484 


ay 


IAC Limited 
Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1978 
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1978 1977 
$000’s $000’s 
Sources of Funds 
Operations— 
Earnings before extraordinary item) 2. 3.04 <0 ay ae oar ee 22,592) * iolyses 
Amortization of debt discount and expense. 72 3s a iene era ee 2,272 1,699 
Amortizationand depreciation Of fixed aSSetse sy aa cee ere et ene 1,589 1,645 
Provision: for deferred income taxeS...23. 4. 6 ee ee eee 8,428 17,815 
Contribution to earnings of unconsolidated 
subsidiary and mortgage insurance company 9-57 48 se ete — (1,398) 
34,881 51,266 
Borrowings— 
Short-term debt— issues, less redemptions 22a win ae sa ee see ee eee ee 340,886 23,883 
Other term debt— 
Proceeds from mew bOrrowiles*) 2 nits st eee ees ese ee 265,594 192,983 
RedemptiOns 1. 3.35 ni Garces ote + 0) o> ater Sat an attest Steed canbe saree eon asi 82,217 104,681 
183,377 _ 88,302 
524,263 112,185 
Bunds received on sale of subsidiaries 5.50.0 ka ee ee ee eee — 22,067 
Léss;:Costofassetsisoldis3 24-26. ss sna ee ee en ee eee — 9,578 
— 12,489 
Other— 
Netancreasein payablesa ogi, fla... osttncdeeenign ees 5 cae ee Eee Pt ee 2,520 3,024 
Decreasein. marketable securities: 42752255 00 ee ene 15,504 8,709 
577,169 “1877675 
Uses of Funds 
Increase (decrease) in operating assets— 
Receivables— 
Sales financing eas ise eek Wes Sie he ere etme eee een 238,594 (1,643) 
Personal loans s:5:2 55 545.408 sald acy sues © oi tegen Ce ne ae ee aoe er eee (6,554) (25,623) 
Residentialimorteay es 581.0...619e oe ee ee ee eh eer re nan een, 60,438 10,056 
Commercial loans: «<4 cctssivi:s cieane ots tual ad oe ee eee 160,801 193,765 
L@ASING o0c:8 04 Sia des $easee ea ane oe wee Lee yO ae ae ee ee ce ee 60,909 536 
514,188 177,091 
Decrease (increase) in unearned Income, - 25 oar ae ne na ee eee eae (32,451) 44,505 
Decrease (increase) in allowance for doubtful receivables ................0-0e ee eeeee 1,761 (1227) 
483,498 220,369 
Capital Stock— 
Common'shares—proceedS ol issue:.s:09.02 a estrs ete Sree ee ee ee (6) (423) 
Preferred shares—cost of redemptions: a. en ee er ee ee eee 367 290 
361. _—‘(133) 
Investments in-other companies: co.552.c: inves eee Oe eee en eee 2,201 1,268 
Dividends paid on commoniand preterred sharesae., 2x) 4 ee eke en 18,518 — 16,894 
Reassessment of prior yearsacapitalitax. cia. en ee eee Sn eee — 581 
Other— 
Net increase (decrease) in other assets 
including other receivabless citys ene een era eee eee ee tee 21,046 (544) 
Increase (decrease) in cashvand short-term: depositsmy. ewe ee eee 51,545 (50,762) 
577,169 187,673 


IAC Limited 


Notes to Consolidated Financial Statements 


for the year ended December 31, 1978 


1. Significant Accounting Policies 
(a) Principles of consolidation 
The statements consolidate the 
accounts of the company and its 
subsidiaries. 
(b) Recognition of revenue 
Precomputed charges on sales 
financing retail receivables for terms 
for less than forty-eight months and 
on personal loan receivables are 
taken into income using the sum-of- 
the-digits method on an account by 
account basis. Because this method 
does not maintain the original yield 
over longer terms, on sales financing 
retail contracts written for terms in 
excess of forty-eight months, 
unearned income is taken into 
earnings on the actuarial yield basis. 
Discount on residential mortgages 
purchased is brought into income over 
the remaining term of the mortgage 
using the actuarial yield method. 
Leasing transactions are reported in 
accordance with the financing method 
of accounting. The excess of aggregate 
rentals over the cost of the leased asset 
is recorded as unearned income at the 
time of the transaction. Income is 
taken up over the term of the lease 
pro rata to the declining balance of 
the investment. Gains arising from 
residual values of leased assets are 
reflected in earnings only when 


realized. Contractual disposal 
proceeds negotiated at the inception 
of the lease are included in unearned 
income and taken up as described 
above. 

(c) Allowance for doubtful receivables 

For residential mortgage receivables, 
the allowance is set up as a percentage 
of such receivables. For all other 
receivables such allowance is 
established by evaluating individual 
accounts. After collection possibilities 
have been exhausted, any balance 
remaining On an account is written off. 
(d) Translation of foreign currencies 
Unhedged assets and liabilities are 
translated to Canadian funds at 
current exchange rates. Foreign 
currency borrowings which are 
covered by forward exchange 
contracts are recorded at exchange 
rates established under the terms of 
such contracts. Exchange gains and 
losses on current assets and liabilities 
are considered to be realized and are 
reflected in the statement of earnings 
for the current fiscal year. Net 
unrealized exchange losses or gains 
resulting from the difference between 
the current exchange rate and the 
exchange rate at the date the proceeds 
of unhedged borrowings were 
received or the date of purchase of 
unhedged assets are deferred and 


carried in “Unrealized foreign 
exchange losses” or ‘Unrealized 
foreign exchange gains” respectively, 
in the balance sheet. 

(e) Amortization of debt discount 

and expense 

Debt discount and expense is 
amortized over the term of the related 
debt instrument. If the debt is 
prepayable or exchangeable at the 
holder’s option, the amortization is 
calculated to the first optional maturity 
date. When a debt obligation is 
redeemed prior to maturity, the 
related unamortized charges are 
written off at the time of redemption. 
(f) Methods of depreciation 

Buildings are depreciated on a straight- 
line basis at the rate of 2.5% per 
annum. All other assets are 
depreciated at the maximum rates 
allowed by the regulations of the 
Canadian Income Tax Act for claiming 
capital cost allowances. 

Leasehold improvements are 
amortized over the term of the 
respective leases. 

(g) Amortization of acquisition costs 
Acquisition costs for certain of the 
sales financing retail receivables are 
deferred and amortized over the term 
of the contract using the sum-of- 
the-digits method. 


2. Gross Income 


Sales financing 


Provision for doubtful receivables... 


Acquisition costs 


Investment income 


@ joi ‘e'0)\"e) © “eo: ‘o. s| <0) ei 10.6) 0. (ei te #56 


ersOliallOansinahe <2 Aa 2h wi os 
Residential mortgages 2; 2. 2.5.6... 
Mommercial loans c geese eee 
WO ASTINSY F ficiss iahete ine Ae oes «+ he 4 hs. 


Cr 


o) G1 yee 6 ee ¢) 16) 46 wl 18) ¢) i 


4) |e. 16) a! (@) 10). \@: (6) 0: 0: (6, 0:.6; .@ (6) #0) el 16, (er (6: el 9) (ea. .4) el <@. else! ce 


©: fe: <0) elplelnre. .e/(e, 6/6116) 6) 0) (0) 10) 10) 0 Ve Jol wiley @) -¢) 00: (ey 0) 16516. 0 6, 67.8) 


e\ {el Fe) (el oie: 16) 9) 10) © et eis) 0.010 © lee) 6) 6 (oe) /s) # (6) -¢) (68 eheie) ie 


‘e} cola) fe] .e) wh, (0. 0! 10) 6) <o:ye\e) 16) © 0) e) eWjeuie) ia) (0) 0 0118) (0) een ef. ¢ 01.8. 6 


fo, (@, fe, fol ©, 6) a 0: (0: 18) © 6, 0 © 9 0) Sie 6) © ©. ©) (6) (0) (ese: ule! 0) ce: (ele) 0) 


a4) (618) Te) [ej el io" 18; here’ e! (eo: ea) fe) lelvel_e} hevtelle) \6; .ee).8iie, exre 7a) (oe: (3) 


jo eifa ahvejyerte: je. 8) Shle) 8 ess: +9) 4) (tele shel 6 56: .@) @ule,07.0\0):\e-her ie: 10) 


acefieuiel weal ie: (elke else te catreliel(s) (ee: ke.e 01.6 1/6710) 710) 18, (8 me. 8918.16 


Increase 
1978 TOT? (decrease) 
$000’s $000’s $000’s % 
136,341 122,279 14,062 ies 
25,207 29,459 (4,252) (14.4) 
36,764 36,387 B22 1.0 
29,531 17,244 125257, FANGS: 
47 ,726 46,342 1,384 320 
275,569 251,711 23,858 9:5 
(11,206) (11,159) (47) 0.4 
(4,111) (1,363) | (2,748) 201. 
260,252 239,189 21,063 8.8 
2,969 478 2,491 , 52152 


263,221 239,667 23,504 9.8 


3. Sale of Subsidiary Companies 
On November 15, 1977, the company 
sold all of its shares of its subsidiaries, 
The Sovereign Life Assurance 
Company of Canada and The 
Sovereign General Insurance 
Company. 

The company previously recorded 
its investment in The Sovereign Life 


Assurance Company of Canada at 

cost plus the company’s portion of 
increase in unassigned surplus of the 
subsidiary since acquisition. Included 
in earnings for 1977 was the company’s 
portion of the increase in the un- 
assigned surplus of the subsidiary 

in the amount of $851,000. 


The results of operations of The 
Sovereign General Insurance 
Company for 1977, which were 
consolidated amounted to net 
earnings after tax of $1,500,000. 

This amount is included in “earnings 
from insurance operations” in the 
statement of earnings. 
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IAC Limited 


Notes to Consolidated Financial Statements 


for the year ended December 31, 1978 (continued) 


4. Sale of The Sovereign Mortgage 
Insurance Company 

On December 19, 1977, the company 
exchanged its investment in 40% of 
the common shares and $2,468,000 of 
the preferred shares of The Sovereign 
Mortgage Insurance Company for 17% 
of the common shares and $2,468,000 


5. Retained Earnings—Statutory 
Appropriation 

As at December 31, 1978, an amount 
of $9,179,000 equal to the par value of 
preferred shares purchased for 
cancellation, had been set aside in the 
accounts out of retained earnings 
(1977—$8,732,000). 


of the preferred shares of Insmor 
Holdings Limited. 

The investment in The Sovereign 
Mortgage Insurance Company was 
accounted for on the equity method. 
Included in earnings for 1977 was the 
company’s share of earnings of The 
Sovereign Mortgage Insurance 


6. Fully Diluted Common Stock 
Earnings per Share 

Assuming that all conversion rights 
outstanding at December 31, 1978 
had actually been exercised at the 
beginning of the year, fully diluted 
earnings per common share for the 
year ended December 31, 1978 would 
have been: 


7. Sales Financing Receivables 
Sales financing receivables 
comprise: 


8. Maturities of Gross Receivables and Borrowings 


Receivables 
Sales financing 


Residential mortgages 


Leasin 


Borrowings* 
Excess of Receivables (Borrowings) 
All receivables have been allocated on 


the basis of contractual terms. 


*Allocation not adjusted for sinking fund, 
mandatory redemption and purchase fund 
requirements (see note 10). 
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Personalloans|. 265400) - ae eee 


Conmmercialloans 2... ae eee 


CT CMC a CIACQa vey ti tiathe Ceny CHCA cl hy RT 


Company in the amount of $547,000. 
The investment in shares of Insmor 
Holdings Limited is accounted for 
on the cost basis and is included in 
“Investments in other companies”’ 
on the balance sheet. 


1978 1977 The calculation assumes that earnings 
$ $ applicable to common shares were 
(1) Before extraordinary increased by $1,180,000 representing 
ten lo ae eee SS 1.55 2.16 the elimination of interest, net of 
——=| = _ income taxes, attributable to the 9'4% 
(2) After extraordinary convertible subordinated debentures. 
TECTED Scie cera tae 1.55, 2.36 

1978 1977 

$000’s $000’s 
Wholesale recetVables.3 7) pe ee er ce 395,694 349,162 
Retail:recetvables. 2. ors ena ea see ee 893,701 701,639 
1,289,395 1,050,801 

(In millions of dollars) 
1 Ze 3 - 5 6-10 Over 10 

ear ears years years years years years Total 
Seen ae $1616. ° 276.8) “A433 13607-° "106 4.2 — 1,289.4 
pean eee 7339 DOOR") 203 7.0 1.4 — — 1715 
eer ye: 34:0: 441 S16. 959.4 104:7.. 12:61 2150) 319.4 
Arey 26.2- 24.4 .19.4.. 40.0) “10187 1926) messee 438.1 
clo dee 126.6 117.6 100:9 ~82-0)- 68:5. 2054 71.0 77 lee 
Stee oee ge 178 — — — — — 17.8 
1,099.5 519.4 344.5 225.1 287.1 4145971975993 0G 
carer teats 1,063.2 89.7 58.1 96.0 290.8 514.5° 130.6) (2,242 
sak ere 3033). 4299 286 129s (3.7)-*(100:0) "(2:8)" = 76570 


9. Unsecured Term Notes 
Unsecured notes comprise: 


Parent company— 


8% term note for U.S. $3,062,000 (1977—U.S. $3,471,000) repayable in equal 


semi-annual instalments until 1986 


Niagara Finance Company Limited— 


6% term note for U.S. $852,000 (1977—U.S. $1,193,000) repayable 


in equal semi-annual instalments until 1981 


10. Sinking Fund, Mandatory 
Redemption and Purchase Fund 
Requirements 

The sinking fund and mandatory 
redemption requirements for the five 
years ending December 31, 1979 to 
1983 are as follows: 


$000’s 
(URS i a re 5,706 
TS es ee dc a3, doe Sia ws ox 6,024 
ULES a 6,976 
ee 10,035 
CE ee 3,801 


11. Unearned Income 
Unearned income comprises: 


Unearned service charges relating to sales financing receivables 
Unearned service charges relating to personal loans 
Deferred income relating to residential mortgages 
Deferred income relating to commercial loans 
Unearned income relating to leasing receivables 


12. Deferred Income Taxes 


Deferred income taxes arise from timing 
differences relating to the treatment for 


income tax purposes of income and 


expenses associated with the following: 
CS OI CTEI AIM OAING Foo ack Gowran, dca teva eta = ce wie. ik ete a a aN OO EEE Ais aR decks ee a 


Residential mortgage receivables 


Unamortized debt discount and expense 


Premises and equipment 
Leasing receivables 


13. Common Shares 

1,194,650 common shares are reserved 
for conversion rights exercisable until 
July 14, 1979 at 50 shares (equivalent 
to $20 per share) and thereafter, until 


14. Sale of Receivables 

Niagara Finance Company Limited 
sold approximately $21 million of 
receivables at various times during the 
year. These sales resulted from the 
consolidation of the branch network in 


Certain issues have purchase fund 
requirements which are 
non-cumulative and under which the 
IAC companies are required to redeem 
only debt instruments offered to them 
subject to limitations as to price and 
ageregate annual amounts. It is not 
possible to predict the amounts that 
will be offered by holders. The 
maximum purchase fund 
requirements for the years ending 
December 31 are as follows: 


July 14, 1984 at 46 shares (equivalent 
to $21.74 per share) for each $1,000 of 
principal of the 1974 9'2% convertible 
subordinated debentures. 


@) le} a\ kel ce) ce! (nice) (ni eh ave’ 4\ 0) oe) (eh isle peluelie, enienterte 


1978 1977 
$000’s $000’s 
1 ee aren 3,624 O7797/ 
ee eee 1,011 17305 
4,635 5,102 


(In millions of dollars) 
Years ending December 31, 


12 i. Pan NAG OR ae| A cae 170 
OB UR Ry 0 ei cn ck. See ds 12.8 
aes A arte, Sig 5, ee pe bl bee 
VE foe Ae ar A CRO ME oy ee en OIE 9.9 
ONC ee Sr Boot hg Tee eee, ee 6.8 
OSE LOR Fee ng; th ements Lee 28.3 
QECEOG Ie 5s cae PES eae Des 
1978 1977 
$000’s $000’s 
of ache = gig A ses 121,208 95,879 
i ae gh Oe 24,878 20,349 
An er eect! 3,782 37407 
Rr Arete 265 373 
IRE ae 213,401 206,055 
363,534 331,083 
1978 1977 
$000’s $000’s 
180 147 
1,158 971 
ET ae 1,757 707 
161 171 
170,820 163,652 
174,076 165,648 


preparation for the parent company’s 
conversion to a bank. A net loss on 
these sales amounting to $2,874,000 
has been charged to the allowance for 
doubtful receivables. 


DA 


IAC Limited 


Notes to Consolidated Financial Statements 


for the year ended December 31, 1978 (continued) 


15. Commitments Under Leases 
The company has leases on office 
premises used for their business, 
requiring rental payments as follows: 


Approximate 
annual rentals 

Years $ 
1979.93) Bee eee 3,650,000 
LOSO baker ee ae 3,476,000 
198 Tas ee cee 2,866,000 
TOS2 tae ae 2,629,000 
1983 Be eae: 2,419,000 


The aggregate rentals for 1984 and 
thereafter amount to $8,333,000. 


16. Remuneration of Directors and Officers 
Aggregate remuneration of the IAC Limited 


directors as directors of: 


LAG Lirnrt eds 2s eee OS es es eee ana © Ge ee ace ee age ea ee ee ee 


Niagara Finance Company Limited 


The Sovereign General Insurance Compan 
The Sovereign Life Assurance Company of Canada 


Number of directors of IAC Limited... 2.6 sosve.0kes eee eee ee 


6; <6) <6 eke, 10: (0.0. v's: v0! te)'8) 16, 0/1 0! fe ote Le! ee Lene Teme e,seneue olfeul ie erie (o4/ e100 GOs en eae 


Aggregate remuneration of the [AC Limited 


olficers-as officers ofA G@iLimited. <3... deen ee ee eee 


Aggregate remuneration of the IAC Limited 


officers as directors of: 
Niagara Finance Company Limited 


The Sovereign General Insurance Company 
The Sovereign Life Assurance Company of Canada 
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1978 
$ 


121,084 
15,787 


136,871 


25 


1,600,379 


1977 
$ 


100,113 
16,500 
8,150 
11,750 
136,513 
21) 


1,684,237 


8,400 
2,650 
2,300 
13,400 


SIRs 


17. Contingent Liabilities 

IAC and some of its subsidiaries are 
parties to certain litigation incidental 
to the kind of business conducted. 
In the opinion of management, the 


18. Conversion to a Chartered Bank 
On July 14, 1977, an Act of Parliament 
incorporating the Continental Bank 
of Canada and providing for the 
conversion of the company into a 
bank received Royal Assent. On 


Whe 


ultimate liability, if any, will not 
materially affect the company’s 
consolidated financial position or 
results of operations. 


June 15, 1978, the Governor in 
Council approved the application of 
the Continental Bank of Canada to 
commence business. It is planned that 
the Bank will commence operations 
on June 4, 1979. 


IAC Limited 


Consolidated Details of Secured Term Notes 


as at December 31, 1978—Schedule A 


Year of 
issue 


Payable in Canadian funds— 
Parent company 


Niagara Finance Company 
Limited 


Niagara Realty of Canada 
Limited 


Payable in U.S. funds 
Parent company 


Niagara Finance Company 
Limited 


Holders of “37” notes due in 1979 have an 
option to exchange these notes at maturity for 
either 812% 1984 notes or 894% 1989 notes. 
Holders of 38” notes have the right to 
prepayment on June 1, 1980 or 1985. 
Holders of “A” notes have the right to 
prepayment on December 15, 1980 or 1985. 
Holders of ‘’D’’ notes have the right to 


1959 
1959 
1960 
1961 
1962 
1964 
1965 
1965 
1966 
1969 
1969 
1972 
1976 
1976 
1977 
1978 


1964 
1964 
1965 
1966 
1968 


1970 
1971 
L972 
1973 
1974 
1974 
1974 
Lo77 
1978 


1962 
1963 
1964 
1965 
1965 


1966 


1968 
1969 
1974 
1976 
1978 


1975 


prepayment on May 15, 1980. 

Holders of ‘“E” notes have the right to 
prepayment on March 1, 1980. 

The 9% notes due March 1, 1984 are 
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Rate 


% 


5% 
612 


6 
5% 
5% 
5¥% 
5% 
6 
614 
814 
8% 
8% 
914 
1014 
9 
9% 


5% 
5% 
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8A 


9% 
77k 
8% 
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9 
10% 
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5% 
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91 
912 
9 
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Maturity date 


ADT AGT IS en tems Ae ane 


December 1, 1979 


August 15, 1980 


November 15, 1981 
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September 15, 1 
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December 1, 1985 
February 1, 1986 


May 1, 1979 
May 1, 1989 


September 1, 1991 


May 15, 1981 
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May 1, 1985 
May 1, 1985 
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May 1, 1988 


December 15, 1990 
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August 15, 1982 
May 15, 1988 
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June 18, 1981 


December 18, 1984 
January 30, 1984 
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February 15, 1985 


October 1, 1987 
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October 15, 1986 
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March 15, 1986 
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september 11990 773. 


redeemable after March 1, 1983, and prior to 
maturity, at their principal amount. 


The parent company has guaranteed secured 


notes of Niagara Realty of Canada Limited as to 


io) (a) (0) 0) Joris, <a .6/1\0l, je’ (OP 0} 0) <6. 
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Par value aan 


J 


10,000 
10,000 
15,000 
20,000 
127825 
9,800 
12725 
41,800 
47,500 
25,000 
214,650 


25,500 


1978 
$000’s 


6,000 
5,000 
7,500 
8,500 
10,000 
15,000 
12,500 
5,000 
6,000 
200 
1,200 
25,193 
25,000 
100,000 
100,000 
125,000 
452,093 
10,000 
10,000 
10,000 


204,761 
$000’s 
11,867 
11,867 
11,867 
17,800 
23,734 
15,219 
11,630 
15,101 
49,604 
56,368 
29,668 
254,725 


30,261 


1977 
$000’s 


6,000 
5,000 
7,500 
8,900 
10,000 
15,000 
12,500 
5,000 
6,000 
200 
1,200 
26,914 
25,000 
100,000 
100,000 


328,814 
10,000 
10,000 
10,000 

5,000 

_7,500 

42,500 

4,610 
17923. 
12,893 
18,376 
23,460 

9,834 
12,750 
50,000 


149,846 


10,940 
10,940 
10,940 
16,410 
21,880 
14,031 
11,542 
14,112 
46,522 
54,700 


212 OU7. 
29,938 


principal, interest and redemption premiums, 


if any. 


*These notes have purchase fund provisions 


(note 10). 


“These notes have sinking fund provisions 


(note 10). 


°These notes have mandatory redemption 
provisions (note 10). 
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IAC Limited 


Consolidated Details of Secured Term Notes 


as at December 31, 1978—Schedule A (continued) 


Year of 1978 1977 
maturity $000’s $000’s 
Notes issued at rates of interest 
varying from 7.875% to 10.25% 
Payable in Canadian funds— 
Parent company 1 ho; Seer Femt re, RENE URE Cy, | 5: SRN x Boch kN eS eue A — 46,505 
TOTO eR oo 5 A Pe Te, UN Rea Sree ne. Sete tee oN 37,671 27,090 
TOSO wht ote AR eR. ae, Site cg et gc eee eae 13,037 2,515 
LOSES ARMAS. 2 ee Aegina) | eae ah cer caer ae 5,221 — 
LOS 2 ye Sek ease Re ce ee eR aN page 577 — 
TOSS a5 Si cde a ert ee eae sate oe crook cs PP coe eee 10,369 —— 
OSA S55 PORN ac ek se AS Se Re 5,000 = 
71,875 76,110 
Niagara Finance Company fs eee rarer ee rd Bei eR es OPC RE NAc CO Gao Bhs oo — 172 
Limited UN 5° ie a nn ere MRCS ee car gM E MIA Nes athe Koch 15 15 
DO SO 2 cteystrrc ae cull. Rea ac ee ee eae ee 20 20 
SS fe Pamanale ce Septet NA NCS EEE ERNE a J Seine CE ARN A Nai 5 5 
40 _ 212 
Par value 
Payable in U.S. funds U.S. $000’s 
Parent company VOT Ba een on ee — — 1,969 
197 Doras. pte nen 2: Sa ane a ee 1,800 2,136 1,969 
VORO see PO 2 ee ee 1,800 2,136 1,969 
TOSL! Bee oe somata fe ete Sea See eee eee 1,800 2,136 1,970 
A he le PR rg eric Bee ay Be eine ck ie en es ee 35,000 41,535 38,290 
1 ho 53 SIR SIR Re RR Tan enk ha wed ME Ee 10,000 11,867 10,940 
50,400 59,810 57,107 
Niagara Finance Company TO BD es. tes apostate atts. RUM as Acer Soh AEE Te 1,000 1,187 1,094 
Limited 1983 de bc eg cates are eee ee meena 1,000 1,187 1,094 
LOB A crys sce tye eee Ac eR te 1,000 1,187 1,094 
VOB 5: we i ee Ge. eee oo en bee lee 1,000 1,186 1,094 


4,000 4,747 4,376 
1,120,812 900,520 


All notes payable in U.S. funds have been 
converted at current exchange rates 
(note 1(d)). 
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IAC Limited 


Consolidated Details of Debentures 


as at December 31, 1978—Schedule B 


Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1978 1977 
issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1958 ayia February 1) 1976 =... "6,000 — 2,952 
L959 or june 571979. 47 2 3 10,000 5,626 6,150 
1960 63/44** February L, 19805 .8 107000 57715 6,386 
1961 534"* July elOG heer 2 10,000 6,899 7,289 
1962 oe, Wi February 15, 1982 ... 10,000 6,126 6,543 
1965 614" December 15, 1983 .. 10,000 Byler 5,974 
1966 Ts December 15, 1986 .. 10,000 6,351 6,566 
1970 914° October 1, 1992". 2.55 "15,000 11,496 1G I 
1975 93/4°° March 25-1995" 2268. 30,000 29,785 Pie) The S 
ie pips) 83,438 
Niagara Finance Company 
Limited 1972 Sa FADE V7 N92 2 ae 15,000 429 489 
1974 Dhpe October 15,1994 .... 15,000 15,000 15,000 
15,429 15,489 
93,154 98,927 
*Sinking fund debentures (note 10). **These debentures have purchase fund °°°These debentures have purchase fund 
“These debentures have purchase fund provisions until March 25, 1983 and sinking provisions and the holders have the right to 
provisions (note 10). fund provisions thereafter. Holders have the prepayment on October 15, 1979, 1984 and 
“These debentures have purchase fund right to prepayment on March 25, 1983 1989 (note 10). 
provisions until October 15, 1982 and sinking (note 10). 
fund provisions thereafter. Holders have the 
right to prepayment on October 15, 1982 
(note 10). 
Details of Subordinated Debentures 
as at December 31, 1978—Schedule C 
Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1978 O77. 
issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1966 67/4* August 15° 1984 77... 15,000 9,658 9,888 
1967 iia November 1, 1985... 10,000 150 169 
1974 abe fsb Kea Peel Soke is Aan 24,000 23 ,893 20,009 
33,701 33,956 


*These debentures have sinking fund 
provisions (note 10). 
**Convertible debentures (note 13). 
“These debentures have purchase fund 
provisions (note 10). 
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IAC Limited 


Consolidated Details of Capital Stock 


as at December 31, 1978—Schedule D 


1978 1977 
Amount Amount 
Shares $000’s Shares  $000’s 
Preferred Shares 
Authorized and issued— 
414% cumulative shares 
or$l00 each redeemable'at S101. ae Le eee eee 100,000 10,000 100,000 10,000 
Purchased for. cancellation ... 7505530 eee ee 62,734 6,273 61,824 6,182 
__37,266 3,727 ___38,176 _ 3,818 
5¥%4% cumulative shares of $25 each redeemable at 
526, declining 1025.29 at May 15,193 ace eee Oe oe 600,000 15,000 600,000 15,000 
Purchased for:cancellation © geese 6 Che ee eee 116,233 2,906 101,983 Pies 
483,767 12,094 498,017 12,450 
15,821 16,268 
Common Shares 
Authorized without nominal or par value (note 13) ............... 20,000,000 20,000,000 
Issued and fully paid— 
Beginmirie Of Vea rr sc th rs 03 es Stake eee Sea ee ee eee 13,573,643 51,451 13,544,033 51,028 


Issued during the year— 
On conversion of 1967 
7% convertible 
Subordinateddebentures(1. one). ee ee —_— — 29,610 423 
On conversion of 1974 
9'4% convertible 


subordinated debentures 4). -s oo eee eee 300 6 —_— — 
a eee 
BOE Var 51a: whole dugus, asin ence al NSS 8 See aa 13,573,943 51,457. 13,573,643 51,451 


Auditors’ Report to the Shareholders 


We have examined the consolidated included such tests and other ended in accordance with generally 
balance sheet of IAC Limited as at procedures as we considered accepted accounting principles applied 
December 31, 1978 and the necessary in the circumstances. on a basis consistent with that of the 
consolidated statements of earnings, In our opinion, these consolidated preceding year. 
retained earnings and changes in financial statements present fairly the February 23, 1979 
financial position for the year then financial position of the company as at 
ended. Our examination was made in December 31, 1978 and the results of 

See ne V 
accordance with generally accepted its operations and the changes in its 
auditing standards, and accordingly financial position for the year then Chartered Accountants 
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IAC Limited 


Policies and Other Data 


Accounting Policies 

Accounting policies relating to the 
principles of consolidation, 
recognition of revenue, allowance for 
doubtful receivables, translation of 
foreign currencies, amortization of 
debt discount and expense, methods 
of depreciation and amortization of 
acquisition costs are presented in note 
1 of the notes to the consolidated 
financial statements, page 19. 


Bank Lines of Credit 

The IAC companies maintain lines of 
credit with nine Canadian banks and 
directly or through their affiliates with 
twenty-five U.S. banks (including the 
ten largest banks). These bank lines 
are maintained to facilitate the 
short-term borrowing operations of 
the IAC companies. In accordance 
with general practice, bank lines of 
credit are subject to periodic review 
and may be terminated or reduced at 
the discretion of the bank. The total of 
all credit lines amounted to $742.4 
million at December 31, 1978. 


Borrowing Operations 

IAC and its subsidiary, Niagara - 
Finance Company Limited, borrow 
in the short, medium, and long-term 
markets in both the U.S.A. and in 
Canada. Another subsidiary, Niagara 
Realty of Canada Limited, has issued 
series of long-term secured notes. 
These notes are guaranteed by the 
parent company. 


Branch Organization 

The activities of the IAC companies are 
carried on in all provinces of Canada. 
The branches are under the overall 
direction of Regional Managers. 
Regional Managers are accountable to 
the Division General Managers. There 
are four geographic divisions 
headquartered in Halifax, Montreal, 
Toronto and Vancouver. The Capital 
Funds Division, because of its 
specialized functions, is 
headquartered in Toronto and has a 
different branch network. This 
organization structure continues to be 
revised in anticipation of the opening 
of the Continental Bank of Canada on 
June 4, 1979. The number of branches 
at that date will be approximately 140. 


Delinquencies 

Delinquent accounts are those of 
which the lesser of $25 or half of an 
instalment is past due one month or 
more. 

Renewed accounts are analyzed on 
the basis of the current payment 
schedule and extended accounts on 
the basis of the extended schedule. 
“Renewal” is anew contract entered 
into before the expiry of the old for the 
purpose of reducing the amount of the 
instalments originally agreed to by the 
customer. An “extension’”’ means the 
postponement of all ora part of a 
current instalment. 


The prerequisites for granting 
renewals or extensions are strictly 
determined and renewed or extended 
accounts are carefully controlled. 
Partial payments, no matter how 
recent, will not remove an account 
from delinquent status. The 
Supplement to this Annual Report 
contains detailed information. 


Intercompany Borrowing 

IAC, the parent company, does not 
borrow from subsidiaries. Subsidiaries 
are not permitted to invest in IAC 
securities either by way of debt 
instruments or of preferred or 
common stock. 


Pension Fund 

IAC has a contributory pension plan 
(based on retirement at age 62) 
covering all permanent employees 
aged 27 and over with more than one 
year of service. The pension plan is 
based on the highest average 
remuneration received over a period 
of five consecutive years prior to 
retirement. The company’s 
contribution for 1978 amounted to 
$1,461,000 (1977: $1,476,000). In 
addition the company contributed 
$385,000 (1977: $376,000) to various 
government pension plans. 


Write-Offs 

Net credit losses written off during the 
year totalled $10,093,000 or 0.37% of 
average receivables (1977: $9,932,000 
or 0.42% of average receivables). 
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IAC Limited 


Ten Year Operating and Statistical Summary 


Assets and Liabilities ($000’s) 


Totabassets ser tr Ret eens Lee eee mee 
TOtalbrecetvanl Esmee: aiid Sep teeter. ts. keen eee eer ee 


Details: 


sales financine—wholesale 3222.55 et. ae sere oar 

= TOCA Bree Stee 5 nrc Rp Scant eee eee ee 
Personal loamss tte 2 Ces ee ae ee 
Residential mortgages. 2.50 g 2 a ete ee 
Commercialloans +... eos te ce tas: ee 
SCASINIS tS nae Mea eae we aS eS ate ieee ae oe een 


Totaheq uty i se ee eee are eee or oer ene eee 
Debt toequity ratloxtiess 5a eee eee 


Operating Highlights ($000’s) (% of gross income) 


GrOSS INCOME laicaicass Rosie oe, ese ee ae tee Nee eto ee 
COStiOh DOMOWECHIMONE Veer. cae at repeal aes eee 
Generalexpenses sit ae ns sce ee 
Bativint ere sree cee a nr ee 
Preterredsdividends: 32 rae: ae eee 0. rte eee 
Earnings’applcable fo common sharess,.. 6.90 a ase ee ane 
Average cost ot borrowed moneys om.) . 4. (cepa ae eee 


Common Stock Facts 


Earnings per share outstanding—daily average............ 
Per cent return on AVETAS CG CQUIEV a seat cng ees Eee 
Dividends paid pershare. er ace wl re ee 
Numberorshareholderssss.00 9 ee ee eee 


Number of shares outstanding 


=SVOAaN CIiGrs otog ores ere tore ee 
daily average: cs . Ficn heaps eee one eo 
—owned in Canada—yearend 9o. acs 22. .6. es 
Bookevalue pershateen yarn. ccc orn osc + ee eee 


For purpose of comparison, some of the figures 
for previous years have been restated to 
conform to the current presentation. 
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1978 


3,141,637 
3,007,933 


395,694 
893,701 
171,532 
319,374 
438,156 
771,662 
17,814 
2,242,972 
254,660 
8.81 


263,221 
169,110 
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12,924 


13,573,943 
13,573,901 
97.3 
$17.60 


fo) 


L977, 


2,536,484 
2,481,134 


349,162 
701,639 
178,086 
258,936 
Pao es 
710,799 
57203 
1,680,839 
250,947 
6.70 


239,667 


130, 163,5 54-5 
D7 ATS 3 
34,528 13.3 


900 


33,628 12.9 


8.4 


$2.48 
14.9 
$1.18 
11,589 


13,573,643 
13 501g S71 
96.7 
$17.29 


1976 


2,409,966 
2,900,014 


287,670 
764,774 
203,709 
248,880 
83,590 
JO, 20s, 
6,674 
1,545,947 
233,761 
6.61 


248,341 


135,265 oa 
55 995es 22.8 
32,207 “12.0 


926 : 
31,54 Peed co 
8.9 


S238 
156 
$1.14 
117307 


13,544,033 
13,543,285 
96.5 
$16.03 


1975 


2,390,847 
2,298,700 


295,850 
771,584 
216,450 
202,247 
84,349 
724,840 
3,380 
1,540,203 
218,822 
7.04 


227,092 


g147265 50.3 
54,776 24.1 
20,450 ~ 12.5 


988 


PAG) 12-1 
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$2.18 
152 
$1.09 
11,435 


13,541,883 
moi, 111 
96.3 
$14.84 


1974 


2,139,457 
2,065,068 


296,164 
798,840 
216,617 
1/5,619 
75,274 
498,701 
37808 
1,407,572 
203,645 
6:91 


208,648 


115,847 55.5 
47,415 22.7 
Ze, 90 WILD 


996 


29 340 4081 


240) 
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1973 


1,852,885 
Y779, 990 


239,568 
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197,479 
127,599 
58,707 
427,499 
3,482 
1,203,673 
188,437 
6339 


159,665 


73,200" “45.9 
AZ 839 426.8 
22,494 13.1 


1019 


21,475 12.5 


To 


$1.65 
13.0 

$: 296 
127510 


13, 006;293 
12,995; 747 
9o7 
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17523,050 
1,455,635 


219,289 
606,912 
173,487 
94,148 
eo ees) 
307,813 
2771 
974,080 
1797520 
5.43 


137,160 


55,919 40.8 
BOO 26 5 2951 
21,994 14.9 


1,034 


20,960 14.2 
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138 

$ .84 
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12,938,399 
12,694,400 
96.2 
$12.35 


1971 


1,298,134 
1,206,857 


177,130 
516,973 
159/102 
TOI 
61,739 
Jal Par oh Oe 
3,109 
850,844 
160,882 
Spa) 


128,243 


2,000 —ale2 
37,180 ~2930 
19,415 14.0 


1,064 


13 351m 13.2 


6.7 


$1.50 
1359 

$ .80 
12,802 


12,306,118 
12,207,770 
95.7 
$11.50 


1970 


1,232,688 
1,143,403 


137,116 
997020 
1557505 
62,631 
77,088 
173,089 
4,091 
841,506 
150,628 
Sy Op, 


132,646 


60,693 45.8 
Of POT TOFS 
16,662" “118 
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15,783 11.0 
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1969 


1,188,228 
1,111,494 


138,770 
566,407 
152,675 
52,044 
83,623 
1135367 
4,408 
843,284 
143,431 
5.88 


126,071 


56,030 44.4 
90/097: e294 
15,484 11.4 


1,118 
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1A 8) 
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12 tol 720 
12,085,893 
94.7 
$10.78 
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$ .70 
13,904 


12,060,587 
1159225218 
94.1 
$10.17 
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Niagara Finance Company Limited 


The planned rationalization of this 
subsidiary’s branch network 
continued throughout 1978, with 
many smaller units being consolidated 
into larger neighbouring branches. In 
addition, some receivables involving 
high-servicing expense were sold. 
With the commencement of 
operations of the Continental Bank of 
Canada close at hand, business 
development efforts were directed to 
the building of a more appropriate 


personal loan portfolio comprising 
larger balances. As a consequence, 
there was an increase from the 
previous year of 45% in the size of 
the average transaction. 

The combination of rate adjustments 
to more appropriate levels, a lower 
average of total receivables 
outstanding and increased cost of 
borrowed funds resulted in a 
reduction in earnings to $2,023,000 
from $3,122,000 in the previous year. 


Selected Niagara Finance Statistics: 
Earnings ($ thousands) 
Receivables ($ millions) 
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Statement of Earnings 


Ona more positive note, a result of the 
restructuring of the company’s 
operations was a reduction of almost 
$1,000,000 or 8% in general and 
administrative expenses from the 
previous year. 

With the commencement of 
operations of the Continental Bank of 
Canada on June 4, new personal 
loan business will be done by the Bank 
in accordance with the requirements of 
the special Act which created the Bank. 


for the year ended December 31, 1978 


Gross Income (note 2) 

Expenditure 
Cost of borrowed money—Short-term debt 
Other term debt 
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General and administrative (note 3) 


Provision for Income Taxes 
Current 
Deferred 
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Earnings 


Statement of Retained Earnings 
for the year ended December 31, 1978 


Earnings for the Year 


Dividends 
Class A shares 


Reassessment of capital taxes for the years 
1973 to 1976 net of income taxes of $47,000 


Increase in Retained Earnings for the Year 
Retained Earnings—Beginning of Year 
Retained Earnings—End of Year 
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1978 1977 1976 1975 1974 
2,023 3,122 6,364. 5/850 oUG 
303.8 291.6 310.2 317.8 310.3 
1978 1977 
$000’s $000’s 
PAPE RES ae ks 29,636 32,407 


ee 


1978 1977 

$000’s $000’s 

Pt sd 2,023 3,122 
8 AAT Me SN Mig Serene 808 1,500 
MAB tee, Sees cc er eee 892 1,500 
1,700 3,000 

323 122 
OE Meee = (66) 
ROR etd SIN Oe beh, As 323 56 
ee ea 19,181 19,125 
Te ee 19,504 19,181 


Niagara Finance Company Limited 


Balance Sheet 
as at December 31, 1978 
1978 heh 
Assets $000’s $000’s 
LL. oe 9 wide SB leqihed-ceeade yi ep Mei eo) a a ee 434 SLi 
Receivables 
Sy SUE Va ONO) CE 9 er Doe eet mae a eA ge 187,774 200,720 
OSELCLIS, . ont ygabahalded eae G8 aS de SNe a on i gc ae a eee ON See tee oe eer ae 103,085 85,859 
BORER Cet) | eT aS Nora t a. 5 det 88s ain ds AE yh gtd Ais ul owe y 03, SIRE Baneeeaas + 12,938 5,067 
303,797 291,646 
fe ne amee for dOUbtLU receivables (Note 4) 323. A). 20.4 eka ce es eins oo be wba en ebanewen 2,866 5,961 
300,931 285,685 
Other Assets and Deferred Charges 
eM GC TASC Seed NCE ails. inh Sire fsecina ate naiigiales <idc Wal aeeane vader tiere nod ws # Sa aba N44 32 47 
ee arouse CeDtCIScOUnt aNd CXPeNSe i aies 54k oe 3 45 oats hero os nemiew gett hele SRE les 1,057 943 
Senne ier I OLEIC TN CXNCN AN GO OSS) sacs eats ae Seay a Sie WEE gee Hale ge ose ee ee 4,443 1,894 
eR CRR eT C VICE AD LO rex Bese a ee Sst srod 8 se a Ado veer aN AE Sach OO DE are ES 990 — 
6522 __ 2,884 
307,887 289,080 
Liabilities 
Serene aerte PCTIN (NOLES 2.4.0 oc eric ea. 0 el ene oe OSE AO SR he DR alreg wale 6 ees aa ks 77,558 43,483 
PEER CCMLCENINNOLES (NOteS 6 ANd. 9)! 5.5 occ hee oes Swed oud coalesce And bbe e Meee ee at SR eS 77,548 76,626 
MMMPRS WER EEE ENOL S 97 AI VAC) 2... & sec hi N cossupalasi Hoe geese Me, DIST wed too Te IER HELE cae aldo 15,429 15,489 
MIRE CEECUBN OLCG (ILOLE.O) a5 corte ni? 6 acne w wile, SER mace Gk ws dees, Ghee ea Moe esac al | Gum aegis 7,396 27,865 
177,931 163,463 
Payables 
mecourm epayvabie andaccrued liabilities. .)) oes. es ean nei = coches ee meg oie ares ies 4,341 5,474 
Income taxes payable....... Feta aia lnces aos ghana ae Cee nay Ree ad mae Se — AT 
4341 6,191 
SeeaTMCOMTICOME (Otte LO). 53 ccc sad ulead ¢ yetenat ere cele SA ACER MIE: acura ands oF hays 57,719) oo, OUS 
ee PEPECUIBCOME LaAXeS (MOLE dl 1 ar. 4 2 cc shin eas mh ES ees tN WG earn wn els 23,396 21,440 
263,383 244,899 
Shareholders’ Equity 
Capital Stock 
Authorized—150,000 514% non-cumulative, participating Class A shares 
with a par value of $100 each, redeemable at par 
150,000 common shares without nominal or par value 
issued and fully paid—125,000 Class-A shares”... .. .sicigigiiis Bee een tee ois Si se 12,500 12,500 
L257 000:cominGn: Shares eed ee. ee ey a oe boo ee qe sitiaae: 12,500 — 12,500 
25,000 25,000 
merained HAarningse seh See ee rien c's Se ta ts ta Minors RRS be nla OW aR rg agate ste eR 19,504 19,181 
44,504 44,181 
307,887 289,080 


Signed on behalf of the Board . L.R. Woodall, Director D.W. Maloney, Director 
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Niagara Finance Company Limited 


Statement of Changes in Financial Position 


for the year ended December 31, 1978 


Sources of Funds 
Operations— 


Bamminigs oc oc oe cosas eG eee eios FOO eS ake bee Sees One ee ope ean eget eee ea 
Amortization of debt discount and expense 
Provision for deferred income taxes 


Borrowings— 


Short-ternvidebt: cc 2co scl spew a Fn ee a ee nea 


Uses of Funds 
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Increase (decrease) in operating assets— 


Keceivables—Personal loans’: .2< sa. ns on ee be eee See 
| 75a eee rr ee reer er, Sree et i eck Go Wo A ey eS ole 


Decrease (increase) in allowance for doubtful receivables 
Decrease (increase) in unearned income 


Dividends 


Decrease in cash 
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Net increase in other assets including other receivables 
INet.décrease in ‘payables. 5.5... fa sis d sek neve sot Re cee re 
Reassessment of prior years’ capital taxes net of income taxes 
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Notes to Financial Statements 


for the year ended December 31, 1978 


1. Significant Accounting Policies 
(a) Recognition of revenue 
Precomputed charges on personal 
loans are taken into income using the 
sum-of-the-digits method on an 
account by account basis. 

Leasing transactions are reported in 
accordance with the financing method 
of accounting. The excess of aggregate 
rentals over the cost of the leased asset 
is recorded as unearned income at the 
time of the transaction. Income is 
taken up over the term of the lease pro 
rata to the declining balance of the 
investment. Gains arising from 
residual values of the leased assets are 
reflected in earnings only when 
realized. Contractual disposal 
proceeds negotiated at the inception 
of the lease are included in unearned 


2. Gross Income 


32 


income and taken up as described 
above. 


(b) Allowance for doubtful receivables 


For loans such allowance is established 


by evaluating individual accounts. 


After collection possibilities have been 
exhausted, any balance remaining on 
an account is written off. 

(c) Translation of foreign currencies 
Unhedged liabilities are translated to 
Canadian funds at current exchange 
rates. Foreign currency borrowings 
which are covered by forward 
exchange contracts are recorded at 
exchange rates established under the 
terms of such contracts. Exchange 
gains and losses on translation of 
current liabilities are considered to 
be realized and are reflected in the 
statement of earnings for the current 
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LILA. 
$000’s 


1978 
$000’s 


1,700 3,000 
ier re. 4,303 3,027 
1,559 3,349 
i oe a 66 


fiscal year. Net unrealized exchange 
gains or losses, resulting from the 
difference between the current 
exchange rate and the exchange rate 
at the date the proceeds of unhedged 
term borrowings were received, are 
deferred and carried in the balance 
sheet. 

(d) Amortization of debt discount and 
expense 

Debt discount and expense is 
amortized over the term of the related 
debt instrument. If the debt is 
prepayable at the holder’s option, the 
amortization is calculated to the first 
optional maturity date. When a debt 
obligation is redeemed prior to 
maturity, the related unamortized 
charges are written off at the time of 
redemption. ; 
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1978 1OTZ 
$000’s _$000’s 
32,817 37,478 

3, 1S8ia 7,078 
29,636 32,407 


3. Expenditure 

The affairs of the company are 
administered by its parent, IAC 
Limited. IAC Limited is reimbursed 
for the cost of administrative services 
in a manner defined in an agreement 
between the two companies. 


4. Sale of Receivables 

The company sold approximately $21 
million of receivables at various times 
during the year. These sales resulted 
from the consolidation of the branch 


5. Other Receivables 

Under an arrangement with the parent 
company, the company conducts part 
of its banking business through a bank 
account administered by the parent 
company. Included in other 


The aggregate direct remuneration 
paid or payable to directors amounted 
to $32,000 (1977—$33,000). Senior 
officers as defined in the Business 
Corporations Act of Ontario were 
remunerated by the parent company. 


network in preparation for the parent 
company’s conversion to a bank. A net 
loss on these sales amounting to 
$2,874,000 has been charged to the 
allowance for doubtful receivables. 


receivables is $10,928,000, the amount 
established under the arrangement as 
being the company’s portion of this 

bank account as at December 31, 1978. 


6. Secured Term Notes 1978 1977 
Year of issue Series Rate % Maturity date $000’s $000’s 
Payable in Canadian funds— 1964 1 5% Aprils al 84 tea ci cision: 10,000 10,000 
1964 2 5% Meal LOSS etree Se aytc rs 10,000 10,000 
1965 5 5% May. le VOSS air ee Sites 10,000 10,000 
1966 4 yp December 1986505). s.c2 gen 5,000 5,000 
1968 5 814 May dy MOSS eee eas a: 7,500 7,500 
Par value U.S. $000’s 42,500 42,500 
Payable in U.S. funds (note 1(c))— 1975 6 10% September IF 1990) 2217.29,000 30,261 29,538 
Series 6 notes have a sinking fund 
provision. 72,7619) 72,038 
Notes issued at rates of interest 
varying from 774% to 994% Year of maturity 
Payable in Canadian funds— WL ic Se Fan Seat URE veRARN GED ahd cru Fae ae i cree em ae eee ee — 72 
LO ZONA et oe eerie Merona tees rents Mme eter nae PO ee 15 15 
19807 4: 3S SR Re EAE APRN RL Iee en kancie he yee Re Lt 3 20 20 
VOB 2 cass ee a RS Ae ee Re ns a Nie Re BED 5 5 
40 212 
Par value U.S. $000’s 
Payable in U.S. funds (note 1(c))— TOS2 12551 Auta Hides Se es eet ace 10,0 Oe ee eee 1,187 1,094 
TOSS be dt teed oe Mee idee ee te DOOR ert Nets hes 1,187 1,094 
TO 84 aly: dot et ela eee DAE Matee OE LOO es ycetcester ced 1,187 1,094 
TOS5 iota hs ce een omer TOC ee eee: 1,186 1,094 
E1000 Cee A eee 4,747 4,376 
77,548 76,626 
7. Debentures 1978 1977 
The holders of Series “C’’ deben- Year ofissue Series Rate % Maturity date $000’s $000’s 
tures have the right to prepayment —1972 Bi? 8 April 992) eS 429 = 489 
on October 15, 1979, 1984 and 1989. 4974 Kee 114 October 15,1994 ........... 15,000 15,000 
Series ““B” and “C” debentures 15,429 15,489 


have purchase fund provisions. 


Sis 


Niagara Finance Company Limited 


Notes to Financial Statements 


for the year ended December 31, 1978 (continued) 


8. Unsecured Notes—Unsecured notes comprise: 1978 
Parent company— $000’s 
Interest bearine demand note «..<5..-+ ace dee mee oe ee Oe nee 6,385 

6% term note for U.S. $852,000 (1977—$1,193,000) 
repayable in equal semi-annual instalments until 198) 1.23 22. ee 1,011 
7,396 


Series ‘“B” and “C”’ debentures have $000’s 


purchase fund requirements which are 


9. Sinking Fund and Purchase 
Fund Requirements 


1977 
$000’s 
26,560 


15305 
27,865 


Year ending December 31: 


The sinking fund requirements for the non-cumulative and under which the 1984- after 

five years ending December 31, 1979 to company is required to redeem only 1979 1980 1981 1982 1983 1988 1988 

1983 are as follows: debt instruments offered to it, subject 6005 — — —- = = umodmmeee 
$000’s to limitations as to price and aggregate 

1979 1980 1981 1982 1983 annual amounts. It is not possible to 

1,780 1,780 2,492 2,492 2,492 predict the amounts that will be 

offered by holders. The maximum 
purchase fund requirements for the 
years ending December 31, 1979 and 
thereafter are as follows: 

10. Unearned Income 1978 1977 
Unearned income comprises: $000’s $000’s 
Wnearned service charges relating to personal lOang 2, ee ee ee 26,900 28,730 
Unearned income relating to leasineteceivablesmia.e 5 yee ee 30,815 25,075 

57,715 53,805 

11. Deferred Income Taxes 1978 1977 

Deferred income taxes arise from $000’s__ $000’s 

timing differences relating to the Leasing receivables: a2 ae eye as eed eel 23,521 21,477 

treatment for income tax purposes of Unamortized debt discount and‘expense ...-....5.5. .% (125) (37) 

income and expenses associated with 23,396 21,440 


the following: 
Auditors’ Report to the Shareholders 


We have examined the balance sheet 
of Niagara Finance Company Limited 
as at December 31, 1978 and the 
statements of earnings, retained 
earnings and changes in financial 
position for the year then ended. Our 
examination was made in accordance 
with generally accepted auditing 
standards, and accordingly included 


Board of Directors 


such tests and other procedures as we 
considered necessary in the 
circumstances. 

In our opinion, these financial 
statements present fairly the financial 
position of the company as at 
December 31, 1978 and the results of 
its operations and the changes in its 
financial position for the year then 


preceding year. 


Allan P. Bolin 

Toronto, Ont. 

Senior Vice-President 

& Senior General Manager, [AC 


Roland Chagnon, C.A. 
Montreal, Que. 


Chairman of the Board, Lallemand Inc. 


Peter Kilburn 

Montreal, Que. 

Honorary Chairman, Greenshields 
Incorporated 


Salvatore S Ilaqua 

Toronto, Ont. 

Vice-President and Treasurer, IAC 
34 


Joseph S. Land 
Toronto, Ont. 
Chairman of the Board, [AC 


Byron F. London 
Codys, N.B. 
Retired, former President 


Lawrence M. Machum, Q.C. 
Saint John, N.B. 

Partner, McKelvey, Macaulay, 
Machum and Fairweather 


Douglas W. Maloney 
Toronto, Ont. 
President, [AC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, [AC 


William Moodie 

Montreal, Que. 

President, Canadian Pacific 
Investments Limited 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 
Retired, Director and former 
Chairman of the Board, IAC 


L. Ronald Woodall 
Toronto, Ont. 
President 


ended in accordance with generally 
accepted accounting principles applied 
ona basis consistent with that of the 


February 16, 1979 


Coopers & Lybrand 
Chartered Accountants 


Niagara Realty of Canada Limited and Subsidiary 


The primary activity of these 
companies is the providing of first and 
second mortgages and, additionally, 
the purchase of existing mortgages on 
an individual or portfolio basis. 
Receivables overall increased during 
the year by $132.5 million. The average 
mortgage balance outstanding at 


Selected Niagara Realty Statistics: 
Earnings ($ thousands) 


Mortgage receivables ($ millions) 


Total receivables ($ millions) . 


year end 1978 was 35% higher than 
at the previous year end. 

A reduction of 23% in general and 
administrative expenses was 
accomplished through the integration 
and rationalization of the companies’ 
branch network. 

The higher level of average 


receivables outstanding plus this 
reduction in expense offset the effect 
of lower yields and the increased cost 
of borrowed funds. As a consequence, 
earnings remained at about the same 
level as in the previous year. 

The portfolio of receivables is in very 
sound condition. 
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Consolidated Statement of Earnings 


for the year ended December 31, 1978 
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Expenditure 


Cost of borrowed money—Short-term debt 
—Other term debt 


Sec abamaoministrative (NOle3) vic vacan ne sae lem Sh ee eas ee AA eS 


Provision for Income Taxes 
Current 
Deferred 


Earnings 
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Consolidated Statement of Retained Earnings 


for the year ended December 31, 1978 


Earnings for the Year 

Dividends 
Preferred Shares 
Common Shares 


Increase in Retained Earnings for the Year 
Retained Earnings—Beginning of Year 


Rerained Earnings —ENnd Of Years..c-- gecesi wei (oe ene is oe ce niangs he ye Aaa ee as 
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1978 1977 1976 1975 1974 

3,600 3,643 4,046 3,388 2,202 

397.0 264.5 249.1 202.4 176.1 

319.4 258.9 248:°9 20228 175.6 

16,276 12,082 10,590 8,962 7,963 
1978 1977 

$000’s $000’s 


4178) \e.)e Vejiecietle tie.) eMenie)-eleuieiieie! s! 4s" 6] «i's slial iste) ve) s: .eliel.e 


ote oho an eae eee 6,386 8,485 
I ee ee 19,297 12,230 
25,683 20,715 
5,561 7,251 
31,244 27,966 
cyeeee Jkt) 
1,067 3,723 
664 (181) 
123k, o,042 
3,600 3,643 
1978 O77, 
$000’s $000’s 
3,600 3,643 
432 = 
2,400 2,800 
2,832 2,800 
Ay SEAT BRAT Ee 768 843 
8,206 7,363 
8,974 8,206 
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Niagara Realty of Canada Limited 


Consolidated Balance Sheet 


as at December 31, 1978 


1978 1977 
Assets $000’s  $000’s 
CASEY: cs ik ehenic oA wos f debs ig; ctw Aa sp Eee ec RS he UNO ee ares cet cae) Peer er ee —- 1 
Unelosed: Loans. os do. 8c x eek x ts SE ee 2,049 1,223 
Receivables 
Residentialmorteages. css autlh<ieu ores ace de> oe ees sees ee ee 319,374 258,936 
Gomuumercial loans.» ssi-cosesises.as basoiilecs « Recadich: Ane eee ee ee eee 74,727 = 
Other (rn Ote 4) oc segs cece coe ayn tess 5 ate tee I 2,913 5,993 
397,014 264,489 
Allowance-tor doubttulreceivablesa.... -2ss0ee.o. sce eee ee ee ee PP A 1,945 
394,693 262,544 
Other Assets 
Prepaid expenses 24). «.ctaaw . Maou Sas Woe Ao Same eee rey ere te 25 + 
Income taxes recoverable-ws 2a ee ee eee a ee ee 908 — 
Unamortized debt discount and expense” 03... 45< seen a ene err eee 2,500 1,846 
3,433 1,850 
400,175 265,618 
Liabilities 
Demand Note Payable—parent company 3..-555-0- 65a ee eee re ee 157,865 87,556 
Secured Term Notes (notes.5and6) <.. Som. so oe ee ee ee 204,761 149,846 
Payables 
Accounts payable and accrued liabilities). 3255. = so shen ee 6,369 5,488 
\baverejea(ou cb, (-)- seer ae ere mame. Oe Ver Cyne Aer eS Be, Beye Aa oA By py Maye SNS Silo Ob OR — 805 
6,369 6,293 
Deferred incom er sicssce: se: iis) isesnn vow oe ey Os ee ee eee 3,782 3,457 
Deferred: Income Taxes (note 7) icces i. add cs ce ee ee er ee 924 260 


373,701 247,412 


Shareholders’ Equity 


Capital Stock 
Authorized— 
2,000,000 8% non-cumulative, redeemable 
preferred shares of $5 par value 
2,000,000 common shares of $5 par value 
Issued and fully paid—1/500,000 preferred shares (note/S) 7-9 oe ns oes ns 7,500 


—=) (OOL0CUCommontshares.. a trae Set ee 10,000 10,000 
17,500 10,000 
Retained Eamiings: Soesct 2 RE RRS ON rea coer RAN 8,974 8,206 


26,474 18,206 
400,175 265,618 


Signed on behalf of the Board L.R. Woodall, Director D.W. Maloney, Director 
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Niagara Realty of Canada Limited 
Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1978 


1978 1977 
$000’s $000’s 
Sources of Funds 
Operations— 
eR ee ee! 9 en AE aya it Fins dn Sages Eee ene a se Oe Stee ee 3,600 3,643 
EEaoimizZauornmorcdebt discountalrd expense «if... 40622. .csee ssimprees sede sss sate ys bos 719 449 
Beer sila Orcelelred. INCOME taxes fav yak. sh. ae se. Riise ee ae 664 (181) 
4,983 3,911 
Borrowings— 
Pema enote payable—-Parentcommpany, aur rnier-ves Wit iwa e anl dpe emeta ans. soo Aue 70,309 (41,119) 
Beeiirecerin motes tOcecdsSeat. mapa miat ck hu cee  iosabhtscel amb nen es 5 ilies sone nce he 73,627 49,060 
SRE COTO HOT oimecp eerie tert rots ict atin an etic ees ee aed Soe cence ech c ve troterat (20,085) (2,334) 
Bere mOeP PECTIC His LAT Ooty Arenas te ACY ee Mies esta Gr oak PS Wee neve pommel Hales ewes BE 7,500 == 
131,351 5,607 
136,334 9,518 
Uses of Funds 
Increase in operating assets— 
Receivables— 
Re ea mMuOne ates rn pe etn ate aa ota ne ee ke de 60,438 10,056 
CC CIPSTSINS ROEM LORNA 2/4 oe a Sun, ou atte ane RR ee OSS ae ee 74,727 — 
mcreaseiimallowance for deubtful receivables *. . o. 6.0% cb skesd swe vs oon eeewnsahes (376) (77) 
Pe eehense ancrease)iily GeLeIrred, MCOMe snc ac led Gens oe Pac we an bo aioe poe (325) 800 
134,464 10,779 
RAL NGM eG EN SLEW re St OR heer toro pain’ a LIS Ghircioak & 54d sages Ge Me ee 2,832 2,800 
Bee ene ASCH DAV ADICGH A May ken tie 8a CN) eo as aes Putas fu ccoy hee gee eget teas Corer eee (76) (1,313) 
Net increase (decrease) in other assets including other receivables ....................005. (1,711) Dyk, 
135,509 = 17,559 
SCIRSSISTSs TANG 1) geo Bea lee ae URE a a heer or PTR AOS Gol reg OR GP MEER Ne J ci Sue ts Ra Eee (1) (4,651) 
inatease (decrease) in cash commutted for unclosed.loans =... 25) .tudh bos eee ewes os 826 (3,390) 
136,334 9,518 
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Niagara Realty of Canada Limited 


Notes to Consolidated Financial Statements 


for the year ended December 31, 1978 


1. Significant Accounting Policies 
(a) Principles of consolidation 

The financial statements include the 
accounts of the company and its 
subsidiary, Niagara Realty Limited. 
(b) Allowance for doubtful receivables 
For residential mortgages the 
allowance is set up as a percentage of 
such receivables. For other receivables 
the allowance is established by 
evaluating individual accounts. 


2. Gross Income 


(c) Amortization of debt discount and 
expense 

Debt discount and expense is 
amortized over the term of the related 
debt instrument. If the debt is 
prepayable at the holder’s option, the 
amortization is calculated to the first 
optional maturity date. When a debt 
obligation is redeemed prior to 
maturity, the related unamortized 
charges are written off at the time 

of redemption. 


(d) Deferred income 
Deferred income arises from 


mortgages purchased at a discount 
and is taken into income over the 
remaining term of the mortgage on 


the actuarial yield method. 


1978 1977 
$000’s  $000’s 

38,461 36,387 

to ee (1,455) (1,000) 
(431) (236) 


36,575 _35,151 


3. Expenditure 

The affairs of the company are 
administered by its parent, IAC 
Limited. IAC Limited is reimbursed 
for the cost of administrative services 
in a manner defined in an agreement 
between the companies. 


4. Other Receivables 

Under an arrangement with the parent 
company and certain of its subsidiaries, 
the company and its subsidiary 
conduct a part of their banking 
business through a bank account 
administered by the parent company. 


5. Secured Term Notes 


Year of issue Series Rate % 
1970 AM 93/4" 
1971 Be 7‘ 
1972 i ee 814 
1973 4A (De? Tis 
1974 gd wie Ye kes 
1974 ao 10% 
1974 apie 10%% 
1977 mG 94 
1978 wl ig Bea 9% 


*Holders have the right to prepayment on 
December 15, 1980 and 1985. 
“Holders have the right to prepayment on 
May 15, 1980. 
“Holders have the right to prepayment on 
March 1, 1980. 


Series Nae LBs a Once CI) ge A Pe and Ak Ge notes 
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Included in other receivables is 
$1,947,000, the amount established 
under the arrangement as being the 
company and its subsidiary’s portion 
of this bank account at December 31, 
1978. 


Maturity date 


December 15, 1990 
December 15, 1986 


PAC USt LIS 2 oe rare ston see 


May 15, 1988 


March 1994 Se a ae, ee ees 


June 18, 1981 
December 18, 1984 
January 30, 1984 
May 2, 1983 


and series ‘’F’”’ notes maturing in 1981, have 
purchase fund provisions. 

Series “’F” notes maturing in 1984 have a 
sinking fund provision. 

IAC Limited has guaranteed all Series notes 
as to principal, interest and redemption 
premiums, if any. 
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1978 
$000’s 
4,610 

739 
12,700 
17,479 
23,178 

9,733 
11,958 
49,364 
75,000 
204,761 


1977, 
$000’s 

4,610 
17,923 
12,893 
18,376 
23,460 

9,834 
12730 
50,000 


149,846 
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6. Sinking Fund and Purchase Fund 
Requirements 

The sinking fund requirements for the 
five years ending December 31, 1979 to 
1983 are as follows: 


$000’s 
ED oS ee rr 708 
Ve) a 750 
oe gh ea usr aes 750 
SDE 5 oT a 750 
oS). oA es ee aan 750 


7. Deferred Income Taxes 


Deferred income taxes arise from timing 


differences relating to the treatment 
for income tax purposes of income or 
expenses associated with the following 
balance sheet items: 


Certain issues have purchase fund 
requirements which are 
non-cumulative and under which the 
company is required to redeem only 
debt instruments offered to it, subject 
to limitations as to price and 
ageregate annual amounts. It is not 
possible to predict the amounts that 
will be offered by holders. The 
maximum purchase fund 
requirements for the years ending 
December 31, 1979 and thereafter are 
as follows: 


Residential mortgages 


Unamortized debt discount and expense 


Years ending December 31, $000’s 


197 eae Pe ne Cia FA, 3,437 
TO BO Med EN NO cr grctae 2,253 
Avoicik & eoy Ae aenees Clie 1,334 
TOS ey OW) heres ee 1,022 
TOS to te te Geena, ok ee 605 
TORd 1985 vee a a ne 43 

1978 1977 

$000’s  $000’s 

Pt 5 re ee 1,158 971 

i ogee eee (234) (711) 

924 260 


8. Capital Stock 

During the year 1,500,000 preferred 
shares were issued for a cash 
consideration of $7,500,000. 


Auditors’ Report to the Shareholders 


We have examined the consolidated 
balance sheet of Niagara Realty of 
Canada Limited as at December 31, 
1978 and the consolidated statements 
of earnings, retained earnings and 
changes in financial position for the 
year then ended. Our examination 
was made in accordance with 
generally accepted auditing standards, 


Board of Directors 


Allan P. Bolin 
Toronto, Ont. 
Vice-President 


Robert Hémond 
Montreal, Que. 
Vice-President 


Salvatore S Ilaqua 
Toronto, Ont. 
Vice-President 


Joseph S. Land 
Toronto, Ont. 
Chairman of the Board, [AC 


and accordingly included such tests 
and other procedures as we 
considered necessary in the 
circumstances. 

In our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
December 31, 1978 and the results of 
its operations and the changes in its 


Douglas W. Maloney 
Toronto, Ont. 
President, IAC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, LAC 


L. Ronald Woodall 
Toronto, Ont. 
President and General Manager 


financial position for the year then 
ended in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 

February 16, 1979 


Coopers & Lybrand 
Chartered Accountants 
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IAC Limited 


Directors and Officers 


Directors 


*Joseph S. Land 
Toronto, Ont. 
Chairman of the Board 


*Douglas W. Maloney 
Toronto, Ont. 
President 


*Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President 


*Harold Corrigan, C.A. 
Toronto, Ont. 

President, Alcan Canada 
Products Limited 


*Peter Kilburn 

Montreal, Que. 

Honorary Chairman 
Greenshields Incorporated 


*John A. Rhind 
Toronto, Ont. 
President, Confederation 
Life Insurance Company 


*C. Harry Rosier 
Toronto, Ont. 
Vice-Chairman of the Board 
Abitibi Paper Company Ltd. 


*Adam H. Zimmerman, F.C.A. 


Toronto, Ont. 
Executive Vice-President 
Noranda Mines Limited 


Peter F. Bronfman 
Toronto, Ont. 


President, Edper Investments Ltd. 


Stanley D. Clarke 
Montreal, Que. 

President, Clarke Transport 
Canada Inc. 
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Ronaldiiv@itt GrAt 
Vancouver, B.C. 
Chairman, Inland Natural 
Gas Co. Ltd. 


George L. Crawford, Q.C. 
Calgary, Alta. 
Associate, McLaws & Company 


Pierre Des Marais II 
Montreal, Que. 
President, Pierre Des Marais Inc. 


William A. Dimma 
Toronto, Ont. 
President, A. E. LePage Limited 


J. Peter Foster 
Toronto, Ont. 
President, Hugh Russel Inc. 


Geno F. Francolini, F.C.A. 
Tillsonburg, Ont. 

President & Chief Executive Officer 
Livingston Industries Limited 


Helen L. Margison 
Toronto, Ont. 
President, Shed Investments Limited 


Cal N. Moisan 

Montreal, Que. 

President & General Manager 
Standard Paper Box Ltd. 


Lyndon E. Nichol 
Rancho Santa Fe, Calif. 
Retired, former Chairman of the Board 


Edmond G. Odette 

Toronto, Ont. 

President, Eastern Construction 
Company Limited 


L. Edmond Ricard 
Montreal, Que. 
President, Imperial Tobacco Limited 


Struan Robertson 

Halifax, N.S. 

President & Chief Executive Officer 
Maritime Telegraph and Telephone 
Company Ltd. 


Jacques Tétrault, Q.C. 
Montreal, Que. 

Partner, Courtois, Clarkson, 
Parsons & Tétrault 


*Member of the Executive Committee of the 
Board as at December 31, 1978 


Officers 


Chairman of the Board 
J SaLand 


President 
D. W. Maloney 


Executive Vice-President 
S. F. Melloy 


Senior Vice-President & 
Senior General Manager 
A. P. Bolin 


Senior Vice-President— 
Consumer Services and Mortgages 
L. R. Woodall 


Vice-Presidents 


J. P. Barratt 

W. P. Davidson 

L. G. Gravel 

R. Hémond 

S. S llaqua—Ireasurer 
R. K. Jackson 


E. W. McCracken 
D. A. Rattee 
. Smuk 
W. J. Van Wyck 
. E. Woodall 


Secretary 
C. R. Stewart 


Comptroller 
Jelelons 


IAC Limited 


Bank Credit Lines 


Established with the 
following Canadian banks: 
The Royal Bank of Canada 
Bank of Montreal 


Canadian Imperial Bank of Commerce 


The Toronto Dominion Bank 
The Bank of Nova Scotia 

Bank Canadian National 

The Provincial Bank of Canada 
The Mercantile Bank of Canada 
Bank of British Columbia 


Transfer Agents 


Common Stock 

Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 
The Bank of New York 

New York 


Kegistrars 


Common Stock 

Canada Permanent Trust Company 
Montreal and Toronto 

The Royal Trust Company 
Winnipeg, Regina, Calgary 

and Vancouver 

The Bank of New York 

New York 


Auditors 


Coopers & Lybrand 
Toronto, Chartered Accountants 


Stock Listings 


Montreal Stock Exchange 
Toronto Stock Exchange 
Vancouver Stock Exchange— 
Common Stock only 


Printed in Canada 


Established directly or through 

their affiliates with the 

following U.S. banks: 

Morgan Guaranty Trust Company 
of New York 

Bank of America 

Bankers Trust Company 

Chemical Bank 

Citibank, NA 

Continental Illinois National Bank 
and Trust Company of Chicago 

Crocker National Bank 


French American Banking Corporation 


Harris Trust and Savings Bank 
Irving Trust Company 


Preferred Stock 

The Royal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


Preferred Stock $100 Par Value 
Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


Manufacturers Hanover 

Trust Company 

Marine Midland Bank—Western 
Mellon Bank NA 

National Bank of Detroit 
National Bank of North America 
Schroder Trust Company 
Seattle-First National Bank 
Security Pacific National Bank 
The Bank of New York 

The Chase Manhattan Bank NA 
The First National Bank of Boston 
The First National Bank of Chicago 
The Northern Trust Company 
United California Bank 

Wells Fargo Bank NA 


Preferred Stock $25 Par Value 


Guaranty Trust Company of Canada 


Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 
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